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CORPORATE FARMING AND CORPORATE FARMING RESTRICTIONS IN NEBRASKA!/ 
by 
Bruce B. Johnson 
Maurice Baker 
J. David Aike2 
Michael LundeenZI 
CHAPTER ONE 
INTRODUCTION 
Corporate activity in production agriculture has been an object of 
public debate in the United States and in Nebraska for a long time. During 
the 1960s, foreign nationals began buying agricultural land, particularly in 
the Midwest. At about the same time, corporations such as Gates Rubber 
Company and Blackwatch Farms acquired large tracts of land. Many people saw 
this as a threat to the family farm and, subsequently, sought restrictions on 
corporate ownership of agricultural land. 
Several bills were introduced into Congress to restrict foreign and 
corporate ownership of agricultural land. Similar legislation was also 
introduced into state legislatures, including Nebraska. Former state Senator 
Bill Burrows championed many of those bills in Nebraska. 
None of the bills introduced by Senator Burrows was enacted, in part, 
because a number of Attorney Generals' opinions concluded they would be 
unconstitutional if enacted. However, in 1975, the Unicameral did pass the 
Farm Corporation Reporting Act (LB 203), which required all corporations 
owning or leasing agricultural land to file an annual report with the 
Secretary of State's office. 
The failure of the Unicameral to act to specifically restrict corporate 
ownership of agricultural land resulted in an initiative petition to enact 
restrictions through the referendum process. Because of the inability to have 
regulation of corporate farming enacted, referendum initiators chose to 
petition for a constitutional amendment rather than a statute to limit 
corporate agricultural land ownership and operation. Enacting a 
constitutional amendment would make it impossible for the Unicameral to change 
the law, if the referendum succeeded. 
!I The authors extend appreciation to The Nebraska Bankers Association for 
providing financial support for this research effort. The findings and 
conclusions as well as any errors and omissions are the responsibility of 
the authors and are not those of the Nebraska Bankers Association. 
Zl Professor, Professor, Associate Professor, and Research Technologist 
respectively, Department of Agricultural Economics, University of Nebraska-
Lincoln. 
j 
An amendment to Article Xll of the Nebraska ConsUtution was placed on · J 
the Nove.mber 1982 ballot by voter refl;!rendum. "Initiative 300 (1300)," as the 
propos:ed' amendment was called, WCIS, i!pproved by the voters and became effective 
on November 29, 19&?.. It r~~tri.c;.ts the farmland acquisition and agricultural . 
productton activit tes of o.onfam·tl'y fann co·rporat ions and 1 imi ted partnerships. j 
The exi'stence of th.ts restriction on corporate activity has spurred an often 
intense public debate over corporate, a,griculture and the efficacy of 1300. 
Despite that debate and several leg.islative proposals for amendment, 1300 
remains io effect and unch.anged. ln response to the public interest, a study 
WC!s initiated by the Department of Agricultural Economics, University of 
Nebraska-lincoln to investig.ate corporate farming in Nebraska. The specific 
objectives of this study. were: 
I. to describe corporate farming activity in Nebraska and compare 
it with that of other states. 
2. to compare N!;!braska's corporate farming restrictions with those 
imp.osed by other states. 
3. to identify th.e public's understanding of 1300 and their 
pen;epticm CJ,f its 'im~aets. 
4. to analyzl;! the effects of 1300 on selected aspects of 
agriculture in· Nebraska. 
5. to determine p.ercept ions of th.e impacts of 1300 on the business 
climate in Nebraska. 
6. to identify and discuss policy options relative to 1300. 
The discussion in this report generally follows the order of the 
objectives listed above. 
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CHAPTER TWO 
CORPORATE FARMING ACTIVITY IN NEBRASKA AND OTHER STATES 
Various data sources can be used to identify the structural aspects of 
production agriculture; however, the U.S. Census of Agriculture is the most 
accessible and accurate. The most recent one was for 1982 and was used to 
analyze the nature of corporate farming activity in Nebraska and other states. 
Coroorate Farming Activity in Nebraska 
Just over 3,000 or 5 percent of Nebraska's 60,000 farms were organized as 
corporations in 1982 {Table 2.1). The percentage of corporate farms varied by 
county across the state {Figure 2.1). Small percentages of farms in southeast 
Nebraska, Pawnee and Johnson Counties, and in the northeast, Wayne, Cedar, and 
Dixon Counties were corporations. The highest incidence of corporately 
organized farms was in the state's ranching areas, where economically viable 
operating units will often be thousands of acres in size. Because of the size 
and, thus, the investment involved, there are often financial and estate 
planning advantages to incorporating. 
Over 90 percent of the Nebraska farm corporations were family held. As 
defined by the Census, family held corporations are "those units having more 
than 50 percent of the corporate stock owned by persons related by blood or 
marriage." That definition differs from the one in the Nebraska constitution. 
As defined by I300, a family farm corporation is one where {I) a majority of 
the stockholders are related by blood or marriage within the fourth degree of 
kindred, {2) at least one relative is residing on or actively engaged in the 
day-to-day labor and management of the farm or ranch and {3) no nonresident 
aliens or nonfamily corporations or partnerships are shareholders. This is a 
more limiting definition than that used by the Census, so Nebraska's 
restrictions would apply to an unknown portion of the family held corporations 
identified by the Census. 
Nearly seven million acres of Nebraska's farmland were operated by 
corporations in 1982. Ninety-seven percent of that corporate acreage was 
controlled by family corporations. Nonfamily farm corporations operated only 
0.4 percent of the state's land in farms or ranches. The average size of 
family farm corporations was 2,500 acres or more than 3 times that for all 
farms. Nonfamily farm corporations averaged 630 acres in size or only 85 
percent as large as the average farm in Nebraska. 
Thirty-five percent of the state's agricultural land was rented by the 
operator. In other words, the average farm operator owned 65 percent of the 
land farmed {Table 2.2). The proportion of land owned by operators varied by 
type of organization. Proprietors owned only 62 percent of the land they 
farmed. In contrast, family farm corporations owned about three-fourths of 
their operated acreage. 
On the basis of these ownership percentages, farm corporations owned an 
estimated 5.2 million-acres of agricultural land. Nearly 98 percent of this 
was owned by family farm corporations. 
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Table 2.1. Number, aqres, and average size of farms by type of legal 
organization, Nllbraska, 1982. 
Item 
Individual 
Number 
Acres in farms 
Average size 
Partnerships 
Number 
Acres in farms 
Average size 
Family Corporations 
Number 
Atres in farms 
Average site 
Nonfamil y Corporations 
Number 
Acres in farms 
Average size 
Others* 
Number 
Acres in farms 
Average size 
Totals 
Number 
Acres in farms 
Average size 
Numbers and Acres 
51,323 
31;516,462 
615 
5,608 
5, 74Q, 130 
1,024 
2,732 
&,76~.219 
2,47S 
281 
177,168 
630 
299 
705,392 
2,359 
60,243 
44,!i6i,371 
746 
Percent of Total 
85.2 
70.2 
9.3 
12.8 
4.5 
15.0 
0.5 
0.4 
0.5 
1.6 
100.0 
100.0 
* Includes iand operated by trusts, estates, institutions, etc. 
Source: United Stat~~ DepartmeNt of Commerce, Censys of Agriculture. 
Nebraska. 19.82. 
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Figure 2.1. Farm Corporations as Percentage of Total Farm Numbers by County, 1982. 
Table 2.2. Land owned by farm operators by type of legal organization, 
Nebraska, 1982. 
Type of Legal Organization Land Owned by Farm Operators 
Individual 
Partnership 
Family corporation 
Nonfamily corporation 
Total 
(acres) 
19,540,488 
3,681,456 
5,108,533 
118,644 
28,805,313 
Source: United States Department of Commerce, Census of Agriculture. 
Nebraska. 1982. 
(percent) 
61.9 
64.1 
75.5 
67.0 
64.5 
Table 2.3. Acres and percent of land in various uses by type of legal 
organization, Nebraska, 1982. 
Type of Legal Organization 
Individual 
Partners nip 
Family corporations 
Nonfamily corporations 
Total 
Cropland 
(acres) 
17,129,677 
2,669,522 
2,389,752 
112,440 
22,411,542 
Land Use 
Pasture land 
(percent) (acres) (percent) 
76.4 15,161,488 66.1 
11.9 3,099,311 13.5 
10.7 4,358,283 19.0 
0.5 60,685 0.3 
100.0 22,953,235 100.0 
Source: United States Department of Commerce, Census of Agriculture. 
Nebraska. 1982. 
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Variation in the use of agricultural land was also evident across farm 
organization classes. Individuals had a higher proportion of cropland than 
corporate farms (Table 2.3). Family corporations, which operated 15 percent 
of the state's total agricultural land base, accounted for 19 percent of the 
pastureland and only 11 percent of the state's cropland. Thus, about 65 
percent of the family corporations' land base was pastureland. Nonfamily farm 
corporations had a much smaller land base of which only 35 percent was 
pasture land. 
This difference in farm enterprise activity by type of farm organization 
was verified by Census data that classified farms by Standard Industrial 
Classification (SIC) codes. About 40 percent of the family held corporations 
in 1982 were classified as cash grain operations, averaging 1,360 acres (Table 
2.4). Nearly half of the family held corporations were classified as either 
beef cattle operations or fed cattle or hog enterprises. The average size of 
the beef cattle operations was nearly 7,000 acres and accounted for half of 
the corporately operated acreage in the state. 
More than half of the nonfamily corporations in Nebraska were classified 
as fed cattle or hog operations. Their average size was 249 acres, indicating 
they specialized in either cattle feeding or confinement hog production. 
Volume of Sales 
Cash receipts from farm marketings are another measure of size and of the 
relative importance of the farming units in various organizational classes. 
Thus, receipts can be used to analyze the magnitude of corporate involvement 
in the state's agricultural production. Again, such detail at the state level 
was available only from the Census. 
Total sales by Nebraska's farm corporations approached $2 billion in I982 
(Table 2.5). This represented nearly 30 percent of the state's total 
agricultural sales even though corporations accounted for only five percent of 
the farm units and 15 percent of the land in farms. Family held corporations 
accounted for 85 percent of corporate sales, meaning their portion of the 
state's total sales was just over 25 percent. Sales volume generated by 
nonfamily corporations was less than five percent of the total. 
Average sales per farm unit varied widely among the several farm 
organization classes~ Individuals averaged less than $75,000 in gross sales 
in 1982. This reflects the high incidence of smaller, part-time farming units 
that generate minimal sales volumes. In contrast, corporate entities 
represented major business ventures and produced high volumes of output. 
Family held corporations averaged more than $600,000 of sales and nonfamily 
corporations more than $1 million each. 
Sales by corporations were larger for livestock enterprises than for 
grain. Specifically, corporate grain sales were just 12 percent of the state 
total while 45 percent of cattle sales and nearly 19 percent of hog sales were 
by corporations. Average grain sales per nonfamily corporation of $42,100 
were only 13 percent higher than the all-farm average but less than half as 
large as the average for family held corporations. Average per farm sales for 
cattle was $780,400 for nonfamily corporate units, or more than 14 times the 
all farm average. This clearly reveals that livestock production, 
7 
Table 2.4. Number, acres and average size of family and nonfamily 
corporations by type of farming enterprise, Nebraska, 1982. 
Family Corporations Nonfamily Corporations 
Aver. Aver. 
Type of Farm* ,Number ,Acres Size Number Acres Size 
-
Cash grain 1 '140 1,550,475 1,360 73 65,302 895 
Field crops 55 71,157 1,294 19 34,882 1,836 
Beef cattle 530 3,640,247 6,868 25 ,35, 722 1,429 
Fed cattle & hog 799 1 '350, 400 1,690 145 36' 102 249 
Other 208 15:0,234 722 19 5,160 27.2 
-- - --
Totals 2,732 6,762,219 2,475 281 177' 168 630 
Pe,rcent of Tot a 1 Percent of Total 
-
farms acres farms acres 
Cash grain 41.7 22.9 26.0 36.9 
Field crops 2.0 1.1 6.8 19.7 
Beef cattle 19,.4 53.8 8.9 20.2 
Fed cattle & hog 2,9.2 20.0 51.6 20.4 
Other 7.6 2.2 6.8 2.9 
-- -- -- --
Totals 1•00.0 100.0 100.0 100.0 
l 
I 
I 
I 
I 
I 
l 
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1 
J 
* Enterprise classes based on Standard Industrial Classifications of the U.S. } 
Ue,partment of Commerce. 
Source: United States Depa,rtment ,of Commerce, Census of Agriculture. 
Nebraska. 1982. 
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Table 2.5. Nebraska agricultural products for each type of farm organization 
by sales category, Nebraska, 1982. 
Partner- Family Nonfamily 
Item Individual ship Corp. Corp. Total 
Market Value of 
A 11 Ag Products: 
Sales* 3,777,413 745,785 1,678,178 294,527 6,617,238 
% of total 57.1 12.8 25.4 4.5 100.0 
Ave./farm 73,600 150,800 614,300 1, 048,100 109,900 
Sales by Type 
of Ag Enterprise: 
Grains* 1,669,165 272,848 250,915 11,822 2,242,621 
% of total 74.4 12.2 11.2 0.5 100.0 
Ave./farm 33,100 48,700 91,800 42,100 37,200 
Cattle & 
Calves* 1,388,660 430,163 1, 278,124 219,294 3,326,435 
% of total 41.7 12.9 38.4 6.6 100.0 
Ave./farm 27,100 76,700 497,000 780,400 55,200 
Hogs & 
Pigs* 479,647 95,730 83,397 47,959 708,394 
% of total 67.7 13.5 11.8 6.8 100.0 
Ave./farm 9,300 17,100 30,500 170,700 11,700 
* All total sales figures in thousands of dollars. 
Source: United States Department of Commerce, Census of Agriculture. 
Nebraska. 1982. 
particularly cattle feeding, is a major activity of nonfamily corporate farms 
in Nebraska. 
A Comparison With Other States 
The states selected for comparison with Nebraska's corporate farming 
activity included: (1) those bordering Nebraska; (2) those with a relatively 
high incidence of corporate farming activity; and (3) those having legislation 
in 1982 that limited to some degree corporate farming. A total of eight 
states restricted corporate agriculture in 1982. Again, this analysis was 
based on data from the 1982 Census of Agriculture·. 
9 
The variations in restrictions on corporate agriculture among states mean 
comparisons of corporate farming numbers, acres, and other data can be 
misconstrued. Factors, such as the economic or physical aspects of agricul-
tural production, may affect (limit or encourage) corporate farming in states 
with or without legal restrictions. Thus, this comparative analysis can 
reveal the relative level and nature of corporate agriculture in these states, 
but it is not possible to attribute any interstate variations solely to the 
presence or absence of legal limitations on corporate farming. Differences in 
the nature and structure of agriculture within each state, likewise, cannot be 
attributed to presence or absence of corporate farming restrictions. 
Three states had more corporate farms than Nebraska; however, Nebraska 
tied for third with Colorado in the percentage of all farms that were 
corporations (Table 2.6). The states with the lowest numbers of corporate 
farms were Wyoming, Oklahoma, North Dakota, and South Dakota. The latter 
three had statues limiting corporate farming. On the other hand, Iowa with 
the second highest number of corporate farms restricted corporate farming. 
Wyoming and California with the largest percentage of corporate farms did not 
restrict them. Four of the five states with the lowest percentage of their 
farms incorporated had corporate farm restrictions. 
An average of 89 percent of the corporate farms in all states were family 
held. The percentage varied little between states except for California and 
Texas. Only 83 to 84 percent of their farm corporations were family 
corporations. 
Nebraska ranked fourth behind California in the number of acres of 
farmland controlled by corporations with nearly seven million acres. Texas had 
twice as many acres corporately controlled. Wyoming and California had higher 
proportions than the other states of their total land in farms corporately 
controlled with 34 percent and 23 percent, respectively. 
Wyoming was first in average size of corporate farms with an average of 
13,579 acres and Colorado was second with 4,085 acres. Corporately run 
ranching operations were prevalent in these two states. Texas and South 
Dakota also had larger average sizes of corporate farms than Nebraska. The 
average size of corporate farms ranged from two to six times that of each 
state's average farm size. 
Another basis for comparison is marketings of farm products. Of the 
states included in this report, California had the highest total sales of 
agricultural products and of total corporate farm marketings (Table 2.7). 
Nebraska ranked fourth in those categories. However, a better measure of 
interstate differences in corporate farming is corporate sales as a percentage 
of total sales. In that category, Colorado led with 45 percent, followed by 
California (41 percent), Kansas (40 percent), Texas (38 percent), and Wyoming 
(35 percent). 
10 
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Table 2.6. Characteristics of farming and corporate farming, 1982, by state. 
State Selected Characteristics 
Family Corporations 
Corp Farms 
Number Number of As Percent Percent 
Of Farms Corp Farms Of All Farms Number All Corp 
Nebraska 60,243 3,013 5.0 2,732 90.7 
California 82,383 4,849 5.9 4,040 83.3 
Colorado 27' Ill 1,356 5.0 1,189 87.7 
Iowa* 115,369 4,110 3.6 3,725 90.6 
Kansas* 73,280 1,876 2.6 1,695 90.4 
Minnesota* 94,372 1,582 1.7 1,409 89.1 
Missouri* 112,419 2,020 1.8 1,838 91.0 
North Dakota* 36,406 185 0.5 165 89.2 
Oklahoma* 72,481 886 1.2 789 89.1 
South Dakota* 37,052 885 2.4 805 91.0 
Texas 184,945 3,257 1.8 2,731 83.9 
Wisconsin* 82,173 2,193 2.7 2,041 93.1 
Wyoming 8,861 826 9.3 771 93.3 
Average 75,930 2,080 3.3 1,841 89.4 
Acres Acres in As Percent Average Average 
in Farms Corp Farms of Farmland Acres/Corp All Farms 
Nebraska 44,961,371 6,939,387 15.4 2,303 746 
California 31,729,135 7,201,071 22.7 1,485 385 
Colorado 33,537,998 5,539,471 16.5 4,085 1,237 
Iowa* 32,589,584 2 '541,848 7.8 618 282 
Kansas* 46,885' 313 3,452,797 7.4 1 '841 640 
Minnesota* 27,700,572 1,397,552 5.0 883 294 
Missouri* 29,245,046 1 '677' 730 5.7 831 260 
North Dakota* 38,849,845 357,407 0.9 1 '932 1,067 
Oklahoma* 32,273,530 1,696,703 5.3 1,915 445 
South Dakota* 38,615,423 3,279,192 8.5 3,705 1,042 
Texas 130,840,595 13,927,759 10.6 4,276 707 
Wisconsin* 17,217,868 1,290,243 7.5 588 210 
Wyoming 33,500,453 11,216,329 33.5 13,579 3,781 
Average 41,380,518 4,655,191 II. 2 2,926 854 
* States with some type of restriction on corporate farming in 1982. 
Source: United States Department of Commerce, Census of Agriculture. 1982. 
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Table 2.7. Total dollar and average dollars marketings by all farms and by 
family and nol"lfamily corporate farms, 1982, by state. 
--
Corp 
Sales Average Sales 
Total Total as % 
State Corp of Sales Sales Sales 
Sales Sales Total All All Family Non family 
($1000) ($1000) Sa l.es Farms Corps Corps Corps 
--
Nebraska 6,617' 238 1,972,705 29.8 109,900 654,700 614,300 I, 048,100 
California 12,476,763 5,047,649 40.4 151,448 1,020,967 930,367 1,593,282 
Colorado 2,937,339 1,329,619 45.3 108,537 980,545 706,187 2,933,910 
Iowa* 9,823,180 1,254,056 12.8 85,146 305,123 290,881 442,920 
Kansas* 6,188,378 2,452,599 39.6 84,448 1,307,356 822,863 5,844,464 
Minnesota* 5,937,477 601,754 10.1 62,916 380,376 351,800 613' 110 
Missouri* 3,603,722 373,654 10.4 32,056 184,977 180,063 234,610 
N. Dakota* 2,292,027 51' 056 2.2 62,957 275,978 299,358 83, 100 
Oklahoma* 2,524,991 512,168 20.6 34,837 578,068 492,126 1,277,113 
S. Dakota* 2,476,044 311,868 12.8 66,826 359,173 315,535 798,275 
Texas 8,881, 220 3,332,370 37.5 48,021 1 '023' 141 586,806 3,269,588 
Wisconsin* 4,850,010 686,338 14.2 59,022 312,968 270,217 887,007 
Wyoming 604,115 213,069 35.2 68,562 257,953 249,051 382,745 
Average 5,324,085 1,395,762 23.9 74,975 589,333 469,966 1,492,940 
* States with some type of restriction on corporate farming in 1982. 
Source: United States Department of Commerce, Census of Agriculture. Nebraska, 
1982. 
Nebraska was second in average marketings per farm in the state, but 
ranked fifth in average sales per corporate farm with an average of $654,700. 
Kansas had the highest average sales per corporate farm at about $1.3 mill ion, 
followed by California, Texas, and Colorado. In all states except North 
Dakota, average sales by nol"lfamily corporate farms were substantially higher 
than average sales by family corporations. Kansas had the highest average 
sales by nonfamily corporate f'arms ($5.8 million) by a large margin, followed 
by Texas, Colorado, Calif'orn1a, and Oklahoma. 
Typically, the highest ranking states in the corporate farming categories 
presented in Tables 6 and 7 were those without restrictions on corporate 
agriculture in 1982 - California, Colorado, Nebraska, Texas, and Wyoming. 
Nebraska generally ranked third or fourth among the five nonrestrictive 
states. Nonetheless, restrictive states also ranked high in some of the 
categories measuring corporate agriculture, including total number of 
corporate farms, average corporate farm marketings, and average sales per 
nonfamily corporation. 
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CHAPTER THREE 
CORPORATE FARMING RESTRICTIONS IN NEBRASKA AND OTHER STATES 
Initiative 300: An Overview 
Initiative 300 (I300) prohibits acquisition or operation of agricultural 
land (1) by nonfamily farm or ranch corporations and (2) by nonfamily farm or 
ranch syndicates including limited partnerships. Violations are prosecuted by 
the Nebraska Attorney General. If the Attorney General fails to bring suit, 
private citizens can do so (see Appendix A for copy of I300). 
Although I300 does not authorize "small farm corporations," it does a 11 ow 
nonfamily members to own stock in a family farm corporation so long as (1) the 
nonfamily shareholders own less than half of the corporation's voting stock, 
and (2) the corporation meets all other family farm corporation requirements. 
These requirements ·are as follows. The corporation must be engaged in farming 
or ranching or in the ownership of agricultural land. A majority of the 
voting stock must be owned by family members or a trust of which a family 
member is the beneficiary. At least one family member must reside on the farm 
or ranch and must be actively engaged in day to day labor and management of 
the farming operation. No shareholder may be a nonresident alien. No 
shareholder may be a corporation or partnership unless all shareholders or 
partners are family members of the majority shareholders of the family farm 
corporation. 
Family farm corporations that subsequently violate Initiative 300's 
family farm corporation requirements have 50 years within which to either 
requalify as family farm corporations or to dissolve. A ,corporation could 
lose its family farm status (1) when more than half the voting stock is 
acquired by nonfamily members, (2) when a family member no longer resides on 
the farm, or (3) when a family member no longer is actively involved in the 
farm's daily management and labor. 
To qualify as a family member under 1300 the family members must be 
related within the fourth degree of kinship. The degrees of kinship are: (1) 
first degree: parents and children; (2) second degree: grandparents, 
siblings, and grandchildren; (3) third degree: great grandparents, aunts and 
uncles, nieces and nephews, and great grandchildren; (4) fourth degree: great 
great grandparents, great aunts and uncles, first cousins, grand nieces and 
nephews, and great great grand children; (5) fifth degree: great grand aunts 
and uncles, first cousins once removed, great grand nieces and nephews; and 
(6) sixth degree: first cousins twice removed, and second cousins. 
Exceptions. I300 contains several exceptions to its restrictions on 
agricultural land ownership or operation. The first important exception is 
for nonfamily farm general partnerships. Here understanding the legal 
distinction between general partnerships and limited partnerships is 
important. In limited partnerships, one or more of the partners is not 
personally involved in the partnership business and is not personally liable 
for the partnership's debts. Such limited partners are generally investors. 
In general partnerships, all of the partners are considered to be involved in 
the partnership business and are personally liable for the partnership's 
debts. Any general partnership may acquire agricultural land in Nebraska and 
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operate a farming unit, even nonfamily farm general partnerships. Family J 
farm limited partnerships or trusts are exempted from 1300 corporate farming 
restrict ions if a 11 partners or benefi ci aries are a 11 family members. 
A second important exception is that agricultural land owned or possessed \ 
by nonfamily farm corporations or .syndicates when the amendment took effect 
may be kept (grandfather clause). However those corporations or syndicates 
cannot acquire additional agricultural land or expand their operations. 
A third important exception is for agricultural land acquired by 
corporation creditors (such as banks) from defaulting borrowers. To qualify 
for this exception, the creditor must sell the land within five years and can 
lease the land only to a farmer or family farm corporation or partnership 
until it is sold. The Nebraska Supreme Court has combined this provision with 
one which requires nonfamily corporations which are in noncompliance to sell 
within two years; thus, giving creditors up to 7 years to sell the land [Omaha 
National Bank v. Spires, 223 Neb. 209, 389 N.W. 2d 269 {1986)]. The Lancaster _ 
County District court ruled in 1985 (Omaha National Bank v. Spire) that this J 
provision does not apply to banks with national charters (national banks), but 
does apply to state chartered banks. Under federal banking statutes, national 
banks have five_ years within which to dispose of land they have acquired J 
through foreclosure but have the option of holding the land up to an 
additional five years with federal approval. The Nebraska Supreme Court · 
subsequently ruled that a determination of this issue was premature; thus } 
whether national banks may be entitled to an exception to the 1300 five year 
divestiture requirement is not known. 
Other exceptions to !300 include: (1) nonprofit corporations; {2) ] 
Nebraska Indian tribal corporations; (3) agricultural land acquired by 
nonfamily farm corporations for pollution control purposes; (4) research or 
experimental farms; (5) poultry operations; (6) land leased by alfalfa / 
processors fo~ alfalfa production; (7) growing sod, seed or nursery stock; (8) 
mineral rights; (9) agricultural land acquired by a corporation for 
nonagricultural use within five years; (10) security interests (i.e. a 
corporate lender taking agricultural land as collateral for a loan); and (11) 
1 i vestock purchased for slaughter. The nonprofit corporation except ion may 
allow cooperatives to own or operate farmland under the nonprofit corporation 
exception if the cooperative is organized as a nonprofit corporation under J 
Nebraska statutes. 
To better appreciate the practical effect of 1300 on farming operations, 
!300 will be applied to common farming arrangements. In considering these 
examples remember that 1300 does not apply to unincorporated farms or 
generally to farms incorporated before 1300 took effect. In the examples that 
follow assume (unless otherwise stated) that the entity was incorporated after 
!300 took effect and thus is subject to 1300's provisions. 
1. Parents live on the farm and work the farm, which qualifies as a 
family farm corporation (family owns all stock). Parents retire, 
renting the farm to their children (or other family members) and 
continuing to live on the farm. 1300 does not apply because the 
parents continue to reside on the farm, continuing to satisfy 1300's 
farm residence requirement. 
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2. Same as (1) except that parents move into town while renting the farm 
to children or other family members. 1300 does not apply because the 
family members continue to provide the daily labor and management to 
operate the fa:'m. 
3. Same as (2) (no family member lives on farm) except that the farm is 
rented to nonfamily members. The farm corporation no longer 
qualifies as a family farm corporation because daily labor and 
probably management are supplied by nonfamily members. The family 
must within 50 years (I) divest the farm, (2) dissolve the 
corporation, or (3) requalify as a family farm corporation (e.g. a 
grandchild decides he/she wants to farm). 
4. Children inherit the family farm from their parents. The farm was 
organized as a family farm corporation before the parents died 
(parents resided on farm, all stock owned by family). The children 
do not live on the farm which is rented to nonfamily members. The 
farm corporation no longer qualifies as a family farm corporation 
because daily labor and probably management are supplied by nonfamily 
members. The family must within 50 years (I) divest the farm, (2) 
dissolve the corporation, or (3) requalify as a family farm 
corporation (e.g. a grandchild decides he/she wants to farm}. 
5. Same as (4} (children inherit family farm from parents, do not live 
on or work farm) except that children sell all stock in family farm 
corporation to large nonfamily farm corporation. The sale of this 
stock disqualifies the corporation as a family farm corporation, but 
the purchasing corporation apparently would be free to own the 
farmland and operate the farm during the 50 year requalification 
period and not otherwise be subject to 1300. 
6. Children inherit an unincorporated farm from parents. The children 
do not live on the farm which is rented to nonfamily members. 
Children probably cannot form family corporation because no family 
member lives on farm or provides daily labor and management. 
7. Grandfathered nonfamily farm corporation operates feedlot. The 
corporation can continue to feed its own cattle and custom feed 
cattle owned by individuals or entities qualifying as farm entities 
under 1300 (general partnerships, family farm corporations). The 
corporation cannot, however, feed cattle owned by nonfamily farm 
entities (unless the livestock purchased for slaughter exception is 
legally interpreted as applying to any entity purchasing livestock 
that will ultimately be slaughtered, e.g. a custom feeder, and not to 
the slaughtering entity, as has been argued by the Nebraska Attorney 
General). 
8. Investors participating in a cattle feeding limited partnership are 
engaged in farming under 1300 and cannot legally have cattle they own 
custom fed in any Nebraska feedlot. The 1300 grandfather clause 
applies only to land, and does not extend to a farming operation not 
involving land (e.g. custom farming someone else's land or owning 
feeder cattle fed by another). 
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9. Two [or more] unrelated farmers form a corporation to feed livestock. 
Unless one of the farmers owns more than half the corporation's stock 
this corporation would violate 1300, as no single family would own a 
majority of the farm corporation's stock. 
10. Two [or more] unrelated farmers form a corporation to grow and 
process sugar beets. Unless one farmer owns a majority of the 
corporation's stock, the beet growing portion of the operation would 
violate 1300's majority stock ownership requirement. However, the 
processing portion of the operation would not violate 1300 because 
processing is not farming. 
11. Two [or'more] unrelated individuals form a corporation to process 
sugar beets. The corporation does not violate 1300 because the 
corporation is not involved in farming, only in processing. 
Restrictions in Other States 
Presently, nine states have legal restrictions that apply to corporate 
agriculture. Those states are: North Dakota, Oklahoma, Minnesota, Wisconsin, 
South Dakota, Iowa, Missouri, Kansas, and Nebraska. Some of the provisions 
analyzed here, including those of 1300, are subject to differing legal 
interpretations that will only be resolved by court decisions. So, this 
discussion focuses on general policies rather than specific legal detail. 
Some similarities exist across these nine states {Table 3.1). All nine 
exempt family farm corporations, altyqugh definitions vary. Seven states 
exempt authorized farm corporations.!/ Seven states also impose general 
restrictions on corporate agricultural operations, and five restrict limited 
·partnerships similarly to corporations. Three of the laws restricting limited 
partnership ownership or operation of farmland were enacted in 1987-88. Six 
states establish reporting requirements to help monitor potential violations 
of corporate farming laws; however, Nebraska does not. Six states enacted 
corporate farming laws between 1971 and 1975. Two states, Nebraska and 
Oklahoma, restrict corporate farming in their constitutions, although in 
Oklahoma corporate farming constitutional restrictions are supplemented by 
statutes. 
North Dakota. North Dakota's corporate farming statute was originally 
enacted in 1932 with changes made since then. Current statutes prohibit 
corporations from owning or leasing agricultural land, and from engaging in 
agricultural operations. Exceptions to the land ownership restriction 
include: cooperatives, family farm corporations, security interests and debt 
collection. The only major exception to the agricultural operations 
requirement is for family farm corporations. Neither limited nor general 
partnerships are restricted by corporate farming statues. 
ll Authorized farm corporations are small corporations which may be exempted 
from a state's corporate farming restrictions. To qualify as an authorized 
farm corporation, the corporation typically must meet requirements similar 
to those for subchapter S corporations under the federal Internal Revenue 
Code: {1) no more than sixteen stockholders, {2) a single class of stock, {3) all shareholders being natural persons, and {4) at least 80% of the 
corporation's income comes from farming operations. 
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Table 3.1. A comparison of corporate farming restrictions among states, 1987. 
State 
Item NE lA KS MN NO so MD OK WI 
1. Corporate land ownership 
restriction y y y y y y y y y 
2. Family farm corporation 
exemption y y y y y y y y y 
3. Authorized (small) 
corporation exemption N y y y N y y N N 
4. Security interest 
exemption y y y y y y y y y 
5. Agricultural operations 
restrictions y y N y y y y y y 
6. Limited partnerships 
restrictions y y y y N N N y N 
7. Trust restrictions y y y N N N N N y 
8. Family farm trust 
exemptions y y y NA NA NA NA NA y 
9. Trust department (bank) 
exemptions N y y NA NA NA NA NA y 
10. Reporting requirements N y y y y y y N N 
11. Constitutional law y N N N N N N y N 
NA: Not Applicable. 
Family farm ~orporations must file an initial report when the articles of 
incorporation are submitted to the Secretary of State. Family farm 
corporations, as well as other corporations owning or leasing agricultural 
land, must file annual reports with the Secretary of State regarding their 
agricultural land, agricultural activities and stock ownership. Other 
corporations owning or leasing more than 20 ·acres of agricultural land must 
also file reports with the Attorney General. Annual reports dealing with 
agricultural land·holdings, agricultural operations and stock ownership of 
nonfamily farm corporations must also be filed with the Secretary of State. 
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North Dakota has one of the most comprehensive programs for monitoring 
compliance with corporate farming requirements. The North Dakota Tax 
Commissioner is required to randomly sample annually at least five percent of 
corporate income tax returns which report farming or ranching income and 
compare these returns with the corporate farming reports filed with the 
Secretary of State. The Attorney General is also required to randomly sample 
annually at least five percent of the nonfamily farm corporation filings to 
determine compliance with corporate farming requirements. 
The Attorney General enforces the corporate agricultural land ownership 
and operation requirements. Corporations must divest themselves of land owned 
or used in violation of these requirements within one year. If the land is 
not divested the corporation may be dissolved. 
Oklahoma. The Oklahoma Constitution prohibits corporations from owning 
agricultural land except as land ownership is "necessary and proper for 
carrying on the business" of the corporation. Traditionally this provision 
had been interpreted as banning corporate ownership of agricultural land. 
However, the Oklahoma Supreme Court in 1969 interpreted this provision as 
allowing agricultural corporations to acquire agricultural land. In response 
to that decision, legislation restricting corporate ownership of agricultural 
land was enacted in 1971. 
No corporation may own, lease, or hold agricultural land beyond that 
needed by the corporation for its business (i.e. nonagricultural} purposes. 
Corporations other than those exempted may not engage in agricultural 
operations. Exceptions include: family farm corporations, authorized farm 
corporations, grandfathered corporations, livestock feeding, raising crops or 
livestock associated with operating food processing facilities; trust 
activities, and security interests. Nonfamily farm general and limited 
partnerships are also subject to corporate farming restrictions. 
Grandfathered corporations may expand their land ownership or amount of leased 
land at a rate not to exceed 20 percent in any five year period. 
Violations are misdemeanors which are prosecuted by the local county 
attorney or Attorney General, These requirements also may be enforced through 
private litigation. Land held in violation of these requirements must be 
divested "within a reasonable time" as ordered by the court. 
Minnesota. Minnesota's corporate farming law was enacted in 1973. The 
Minnesota statute prohibits corporations, limited partnerships, pension funds, 
or investment funds from engaging in farming and from directly or indirectly 
acquiring or leasing agricultural land. Exceptions include: family farm 
corporations, family farm 1 inii ted partnerships, authorized farm corporations, 
authorized [farm] limited partnerships, grandfathered corporations, and debt 
collection. Farming operations owned by a grandfathered corporation, pension 
fund or investment fund may be expanded by no more than 20% in any five year 
period. 
All corporations, limited partnerships, pension funds, or investment 
funds with agri cu1tural 1 and must file annua 1 reports with the Secretary of 
State regarding their agricultural land holdings. The corporate farming 
requirement is enforced by the Attorney General. Land illegally held must be 
divested within five years. 
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Wisconsin. Wisconsin's corporate farming statute was enacted in 1973. 
Corporations and trusts are prohibited from owning agricultural land and from 
carrying on agricultural operations. Exceptions include: family farm 
corporations, authorized farm corporations, grandfathered corporations, debt 
collection, and trust activities. Grandfathered corporations may expand their 
land holdings up to 20% in any five year period. General and limited 
partnerships are not restricted by the corporate farming statute. 
The corporate farm requirements are enforced by the local county 
attorney. Violations are subject to a civil penalty of up to $1000 per 
violation. Land held in violation of corporate farming requirements must be 
divested under court order "within a reasonable time." 
South Dakota. South Dakota enacted its corporate farming statute in 
1974. Corporations are prohibited from owning or leasing agricultural land 
and from engaging in farming. Exceptions include: family farm corporations, 
authorized farm corporations, grandfathered corporations, banks and trust 
companies, security interests, livestock feeding, poultry feeding for egg or 
meat production, gifts to nonprofit corporations, research and experimental 
farms, livestock breeding, nursery stock, seed, or sod operations, and 
conversion of farmland to nonagricultural uses. 
All corporations engaged in farming or proposing to engage in farming 
must file a report with the Secretary of State detailing (1) stock ownership, 
(2) corporate directors and officers, and (3) ownership and leasing of 
agricultural land. Corporations seeking to qualify as family farm 
corporations or authorized farm corporations must also file information 
regarding stock ownership by family members operating or residing on the farm 
and corporate income sources. Corporations are not authorized to engage in 
farming without Secretary of State certification. Corporations engaged in 
farming must file annual reports with the Secretary of State. Corporate 
farming requirements are enforced by the Attorney General. Land held in 
violation of corporate farming restrictions must be sold within five years. 
Iowa. Iowa's corporate farming statute was enacted in 1975. The Iowa 
statute prohibits corporations from directly or indirectly acquiring or 
leasing agricultural land. Limited partnerships may not own or control more 
than 1500 acres of farmland. Beef or pork processors, whether operating as an 
individual, firm, partnership, or corporation, are also prohibited from 
directly or indirectly owning, controlling or operating a feedlot. Pork 
processors may not contract to obtain custom livestock feeding services. 
Exceptions include: family farm corporations, family farm limited 
partnerships, authorized farm corporations (up to 1500 acres), grandfathered 
corporations, security interests, and trust activities. 
Iowa has one of the more complete programs for monitoring compliance with 
corporate farming requirements. Corporations owning or leasing agricultural 
land are required to file with their annual corporate report to the Secretary 
of State information regarding their agricultural land holdings. County 
assessors also must provide the name of all corporations, nonresident aliens, 
trusts, and partnerships owning agricultural land to the Secretary of State. 
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The restrictions on corporate agricultural land ownership and on beef or 
pork processors are enforced either by the Attorney General or by the county 
attorney. Violations may be punished by a fine of up to $50,000. Land 
illegally held must be divested within one year. Pork or beef processors were 
given ten years within which to divest themselves of feedlots which they had 
when the law was adopted. 
Missouri. Missouri's corporate farming statute was enacted in 1975. The 
Missouri statute prohibits corporations from directly or indirectly acquiring 
or leasing agricultural land. In addition, corporations not already engaged 
in farming operations as of September 28, 1975 may not engage in farming 
operations. Exceptions include: family farm corporations, authorized farm 
corporations, grandfathered corporations, security interests, and trust 
activities. Grandfathered corporations may expand their land holdings by no 
more than 20% in any five year period. General and limited partnerships are 
not restricted by corporate farming statutes. 
Corporations engaged in farming or proposing to begin farming operations 
must report to the director of the Missouri Department of Agriculture 
information regarding their agricultural land holdings. Updated reports must 
be filed. to reflect changes in: (1) information filed in the original report, 
(2) controlling corporate interest, and (3) use of corporately owned or leased 
land from agricultural purposes or ownership of such land. Family farm 
corporations wishing to legally qualify as such must also file with the 
Agriculture Department. Corporations cannot begin farming activities without 
first filing the required reports. The corporate farm restriction is enforced 
by the Attorney General. Land illegally held must be divested within two 
years. 
Kansas. Kansas's corporate farming statute, enacted in 1981, is 
patterned after Iowa's 1975 statute. The Kansas statute prohibits 
corporations and limited partnerships from directly or indirectly acquiring or 
1 easing agri cultura 1 land. Exceptions include: family farm corporations, 
authorized farm corporations, [authorized] limited agricultural partnerships, 
grandfathered corporations, security interests, corporately owned feedlots, 
poultry (meat, egg and breeding) operations, and trust activities. Corporate 
agricultural operations not involving the owning or leasing of agricultural 
land (e.g. corporate custom farming of noncorporately owned land) are not 
regulated under corporate farming statutes. 
Corporations and certain limited partnerships holding more than 10 acres 
of agricultural land are required to annually report their agricultural land 
holdings to the. Secretary of State. The corporate land ownership restriction 
is enforced by the Attorney General or county attorney. Violations may be 
punished by a fine of up to $50,000. Land illegally held must be divested 
within one year. 
Comparison of Nebraska's and Other States' Regulations 
Although many similarities in the regulation of corporate agriculture 
exist across states, a question that arises is, ·"How restrictive is Nebraska's 
I300 in limiting corporate agricultural activity compared to such legislation 
enacted in other states?".·· The preceding discussions of corporate farming 
limitations suggest that I300 is generally more restrictive than similar 
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limitations in other states. There are several factors that contribute to 
that situation. 
One difference is !hdt Nebraska's restrictions on corporate agriculture 
are part of the state constitution, rather than statutes as in most states. 
Thus, it requires a voter approved constitutional amendment to revise 
Nebraska's corporate farming restrictions, rather than a simple majority vote 
by the state legislature. 
Another dimension that makes the 1300 amendment comparatively restrictive 
is the absence of exemptions for what other states, for example, Minnesota and 
South Dakota, call authorized farm corporations. Although the specifications 
vary, authorized farm corporations typically refer to small numbers of 
unrelated individuals who have determined it advantageous to incorporate to 
carry out farming activities. Apparently, decision makers in other states 
have concluded that such ventures can be accommodated without violating the 
objectives of corporate farming legislation. If agricultural cooperatives 
organized as nonprofit corporations can qualify for the nonprofit corporation 
exception in 1300, as seems at least possible, nonprofit agricultural 
cooperatives could serve a similar function to authorized farm corporations. 
A final aspect that makes 1300 comparatively restrictive is its 
provisions regarding trust management of agricultural land. Five of the other 
eight states with restrictions place no limits of any kind on trust activities 
concerning the management of agricultural land. Nebraska is the only state 
giving no clear exemption for the trust department of financial institutions 
to manage agricultural land for qualified trust beneficiaries. 
It should be noted, however, that although 1300 generally represents a 
more restrictive policy than exists in other states, there are two aspects 
which weaken its influence. First, it carries no reporting requirements. 
Therefore, comprehensive monitoring of corporate compliance with 1300 
provisions is virtually nonexistent. So, adherence to and enforcement of 
restrictions on corporate farming in Nebraska may actually be more lax than in 
other states with less restrictive legislation, but more stringent reporting 
requirements. Second; is the provision allowing family farm corporations up 
to 50 years to requalify should they fail to meet the legal criteria for a 
family farm corporation. Conceivably, this represents an unlocked gate 
whereby the true nature of a corporation could dramatically change and operate 
for 50 years without penalty. 
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CHAPTER FOUR 
PUBliC UNDERSTANDING AND PERCEPTIONS OF INITIATIVE 300 
Part of the ongoing d~bate over I300 concerns what the voters understood 
about that constitutional amendment in 19B2. Many opponents have argued that 
voters did not fully understand the provisions and implications of that 
amendment. Proponents of I300 have countered that the referendum reflected 
public opinion at the time of the election. Although it is not possible to 
determine what the voters understood in 1982, it is possible to measure the 
public's current knowledge and perceptions of I300. 
Each year the University of Nebraska's Bureau of Sociological Research 
conducts the Nebraska Annual Social Indicators Survey (NASIS). This is a 
telephone survey of about 1,900 individuals throughout the state. The survey 
results reflect public attitudes toward and knowledge of topical issues and 
provide a means of monitoring public perceptions of the quality of life in the 
state. The 1986 survey included several questions concerning 1300 and the 
responses to those questions are discussed here. Because the NASIS survey is 
a simple random sample of Nebraska households with telephones, the 
distribution of characteristics of the respondents is believed to closely 
mirror those of the population. As a result, the aggregated responses are 
considered representative of the opinions of all Nebraskans over 18 years of 
age. 
Time available for the interviews precluded asking about a large number 
of issues related to 1300. Therefore, questions about issues which were in 
the news were selected as indicators of knowledge of provisions of 1300. 
Public Understanding of 1300 
The first two 1300 questions on the NASIS survey asked whether the 
respondent thought the constitutional amendment: (I) restricted nonfamily farm 
corporate ownership of cattle in feedlots and (2) required banks and other 
financial institutions to sell agricultural land 1 ~cquired through foreclosure. The "correct" answer to both questions is "Yes. n!J About thirty percent of 
the respondents answered each question correctly, about 20 percent said "No," 
and over 45 percent responded "Don't Know" (Table 4.1). 
Cross-tabulating the responses to one question with those to another 
permits comparisons such as whether respondents involved in agriculture are 
more likely to understand the provisions and implications of 1300 than nonfarm 
respondents. Several cross-tabulations were done for each of the above 
questions and those statistically significant at the 10 percent level or 
higher are discussed here. 
ll A recent Attorney General's statement challenges the "correct" response to 
the first question. A brief issued in February 1988 interprets the 
exemption clause, "1 ivestock purchased for slaughter" to apply to all 
livestock which eventually will be slaughtered whether that be one day or 
one year hence. While this may well represent the legal interpretation, it 
is nevertheless fair to say that the original intent of 1300 was to 
preclude nonfamily corporate involvement in livestock enterprises such as 
cattle feeding. 
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Table 4.1. Percentage of Nebraskans giving specific answers to two questions 
about provisions of 1300 {N~l,878), 1986. 
Question Yes No O.K. Totals 
- - - - - - - {percent) - - - - - - -
Does 1300 . . . 
prohibit ownership of cattle 
in feedlots by corporations? 
require banks ... to sell 
agricultural land acquired 
through foreclosure? 
30.4 
30.6 
23.4 45.8 99.6* 
19.3 49.6 99.5* 
* Percentage figures do not total to one hundred because .5 percent or less of 
the respondents refused to answer each question. 
Source: 1986 Nebraska Annual Social Indicators Survey. 
One comparison was knowledge of the provisions of 1300 with a 
respondent's involvement in production agriculture. That cross-tabulation 
indicated respondents from outside of agriculture were more likely to respond 
to the two questions about the provisions of 1300 "correctly" than those who 
had an immediate family member engaged in farming or ranching. However, a 
majority of farm respondents did answer the question about banks selling 
foreclosed land "correctly" {Table 4.2). 
Thus, the responses to the 1300 content questions suggested most 
Nebraskans lack knowledge of some of the specific provisions of that 
constitutional amendment. Cross-tabulations indicated farm and ranch 
respondents were less likely to respond "correctly" to those questions than 
others. Neither implication means that Nebraskans would vote differently on 
1300 if they were more knowledgeable, nor that they are any less informed 
about 1300 than about any other complicated and controversial public policy 
issue. 
Public Perceptions of the Effects of 1300 
The other four 1300 questions on the NASIS questionnaire measured the 
respondents' perceptions of 1300's effects on land values, family farms, rural 
communities, and Nebraska as a whole. About one-third of the_respondents 
reported that 1300 had helped maintain family farms and rural communities; a 
similar proportion said it had not; and the rest replied "Don't Know" to those 
two questions {Table 4.3). Respondents also differed in their opinions about 
whether 1300 had been good for the state - 33 percent said "Yes'" 30 percent 
said "No;" and 36 percent said "Don't know". Respondents were likewise mixed 
on their opinion of whether 1300 had lowered land values - 38 percent answered 
"yes", 28 percent answered "no" and 34 percent answered "Don't Know". 
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Table 4.2. Knowledge of provisions of I300 by whether respondents have some-
one in their immediate household engaged in farming or ranching.* 
"Engaged in farming or ranching?" 
Question 
Does I300 
prohibit ownership of cattle 
in feedlots by corporations? 
Yes 
No 
require banks .•• to sell 
agricultural land acquired 
through foreclosure? 
Yes 
No 
Yes 
48.7 
51.3 
51.5 
48.5 
(percent) 
No 
57.5 
42.5 
63.6 
36.4 
* In this and subsequent cross-tabulation tables, the numbers represent the 
percentage of total column responses falling into a cell. Thus, the sum of 
each column should total, except for rounding error, to 100 percent. 
Source: 1986 Nebraska Annual Social Indicators Survey. 
Table 4.3. Perceived impact of I300 by Nebraska residents, 1986. 
Question Yes No O.K. Totals 
Has I300 - - (percent) - - - - - - -
contributed to lower land 
values? 
helped maintain the "family 
farm" in Nebraska? 
helped maintain rural 
communities? 
been good for Nebraska? 
37.8 
34.7 
33.3 
33.4 
27.8 
34.3 
33.9 
29.7 
34.1 
30.7 
32.4 
36.4 
99.7* 
99.7* 
99.6* 
99.5* 
* Percentage figures do not total to one hundred because .5 percent or less of 
the respondents refused to answer each question. 
Source: 1986 Nebraska Annual Social Indicators Survey. 
24 
Comparisons of opinions about 1300's effects with respondents' 
involvement in production agriculture showed the majority of those not 
directly involved in agricultural production responded the opposite of the 
majority of those with a family member engaged in farming or ranching (Table 
4.4). Specifically 46 percent of the nonfarm respondents reported 1300 had 
helped the family farm, compared to 60 percent of the farm respondents; 47 
percent of nonfarm respondents reported 1300 had helped rural communities, 
compared to 57 percent of the farm respondents; and 48 percent of the nonfarm 
respondents said 1300 had been good for Nebraska, compared to 70 percent of 
the farm respondents. 
Respondents' perceptions varied with their region of residence (Table 
4.5). Most who lived in the metropolitan counties (Lancaster, Douglas, and 
Dakota Counties) or in the Panhandle believed 1300 had not helped maintain the 
family farm or rural communities or been good for the state. A majority of 
respondents from the generally less populated central and eastern parts of the 
state indicated 1300 had been good for the state and its family farms. A 
majority of respondents in every region except the Panhandle felt 1300 had 
contributed to declining land values. 
Comparisons by respondent's place of residence substantiated the cross-
tabulations by region of residence (Table 4.6). A majority of those who lived 
on farms reported 1300 had not contributed to lower land values, had 
maintained family farms and rural communities, and had been good for the 
state. In contrast, a majority of respondents who lived in towns and cities 
or in rural nonfarm residences took an opposing view. 
In summary, these comparisons suggested that those respondents engaged in 
farming or living on farms were more likely to perceive 1300 as beneficial to 
the family farm, rural communities, and the state than others. However, for 
all Nebraskans, the results suggested public opinion was fairly evenly divided 
on whether the enactment of 1300 has accomplished what many of its proponents 
argued it would, specifically, help maintain family farms and strengthen rural 
communities. 
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Table 4.4. Opinions about suggested effects of 1300 by whether respondents 
have someone in their household engaged in farming or ranching, 
1986. 
"Engaged in farming or ranching?" 
Question Yes No 
Has 1300 - - - - - - (percent) - - - - - -
contributed to lower land values? 
Yes 42.7 60.8 
No 57.3 39.2 
helped maintain family farm? 
Yes 60.3 46.2 
No 39.7 53.8 
helped maintain rural communities? 
Yes 57.2 47.2 
No 42.8 52.8 
been good for Nebraska? 
Yes 70.1 48.3 
No 29.9 51.7 
Source: 1986 Nebraska Annual Social Indicators Survey. 
Table 4.5. Opinions about suggested effects of 1300 by respondents' region of 
residence, 1986 
Region 
Question West Central East Metro 
Has 1300 - - - - - (percent) - - - - -
contributed to lower land values? 
Yes 47.1 64.0 52.2 60.6 
No 52.9 36.0 47.8 39.4 
helped maintain family farm? 
Yes 28.8 55.2 56.8 41.5 
No 71.2 44.8 43.2 58.5 
helped maintain rural communities? 
Yes 26.5 59.4 51.4 45.9 
No 73.5 40.6 48.6 54.1 
been good for Nebraska? 
Yes 39.1 57.6 59.6 45.7 
No 60.9 42.4 40.4 54.3 
Source: 1986 Nebraska Annual Social Indicators Survey. 
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Table 4.6. Opinions about suggested effects of 1300 by respondent's place of 
residence, 1986. 
Question Farm 
Has 1300 .. 
contributed to lower land values? 
Yes 44.4 
No 55.6 
he 1 ped maintain family farm? 
Yes 61.6 
No 38.2 
helped maintain rural communities? 
Yes 61.6 
No 38.4 
been good for Nebraska? 
Yes 70.4 
No 29.6 
Source: 1986 Nebraska Annual Social Indicators Survey. 
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Rural 
Nonfarm 
Percent 
60.9 
39.1 
42.9 
57.1 
36.0 
64.0 
41.6 
58.4 
City/ 
Town 
60.1 
39.9 
46.1 
53.9 
47.3 
52.7 
49.0 
51.0 
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CHAPTER FIVE 
THE EFFECTS OF INITIATIVE 300 
Numerous claims anJ counterclaims have been made about the effects of 
1300 on Nebraska agriculture and agriculturally related businesses since its 
enactment in 1982. Four areas of potential consequences from restricting 
corporate agricultural activity have received particular attention: {1) the 
possible reduction of Nebraska's cattle feeding industry, {2) the disrupting 
results of divestiture requirements for agricultural lenders, {3) the 
perceived impacts on Nebraska's business climate and {4) the impact on 
agricultural land values. 
Assessing the impacts of legal restrictions such as 1300 is difficult 
because of the dynamic environment in which economic and social decisions are 
made and the interaction of legal and economic institutions. Thus, the 
analyst is not working in a laboratory, where the effects of a single variable 
{1300) can be isolated from other variables {other institutional and economic 
forces). This is especially true regarding Nebraska agriculture, where 
dramatic changes in the 1980s in land values, credit conditions, commodity 
prices, and export markets have dramatically affected agriculture. 
Recognizing these limitations, each of the areas noted above were nevertheless 
investigated to identify, to the extent possible, any effects of 1300. 
Cattle Feeding 
There is considerable interest in the potential effects of 1300 on 
Nebraska's cattle feeding industry, because {1) 1300 was designed to prohibit 
nonfamily corporate ownership and operation of cattle feeding enterprises and 
cattle feeding is a major activity of Nebraska farm corporations and {2) other 
leading cattle feeding states, particularly Texas, have had substantial 
volumes of custom feeding through corporate or limited partnership 
arrangements. 1300 opponents have consequently argued that Nebraska's 
restrictions on corporate cattle feeding have curtailed or will curtail 
economic development in the state; 1300 supporters have claimed the state's 
legal limitations on corporate cattle feeding have maintained economic 
opportunities for smaller-scale cattle feeders in the state. Several U.S. 
Department of Agriculture data series provide a perspective on the nature of 
and changes in Nebraska's cattle feeding industry. 
Contrary to the implications of some reports, Nebraska's cattle feeding 
industry is not shrinking. In December, 1986, fed cattle inventories in the 
state reached a record high estimate of 1,920,000 head, or an increase of 4 
percent over the previous December {December and January are typically the 
months with the highest number of cattle on feed in the state). Overall, the 
average monthly number of cattle on feed in Nebraska was 6 percent higher in 
1987 than in 1986 {Table 5.1). 
The number of cattle on feed varies over time. The patterns of the 
variation differs among states indicating a number of factors affect the 
number of cattle on feed. National factors such as the cattle cycle as well 
as local conditions of cattle and feed grain markets result in variation in 
the number of cattle on feed. 
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Table 5.1. Average monthly cattle on feed inventory and percent of seven 
state total, Nebraska, Kansas and Texas, 1982-1987. 
State 
Nebraska Kansas Texas 
Monthly % of Monthly % of Monthly 
Year Aver. No. Total Aver. No. Total Aver. No. 
1980 1,433,000 19.4 1,182,000 16.0 1,770,000 
1981 1,485,000 21.2 1,166,000 16.7 1,590,000 
1982 1,622,000 22.4 1,215,000 16.8 1,665,000 
1983 1,587,000 21.3 1,246,000 16.9 1,767,000 
1984 1,511,000 19.9 1,366,000 18.1 2,087,000 
1985 1 '617' 000 21.7 1,400,000 18.9 2,055,000 
1986 1,683,000 23.5 1,402,000 19.6 2,015,000 
1987 1,786,000 24.1 1,408,000 19.0 2,115,000 
Source: USDA, Catil~_on Feed. 
% of 
Total 
24.0 
22.7 
23.0 
23.8 
27.6 
27.7 
28.2 
28.5 
Some of the potential effects of national economic conditions and 
incentives are demonstrated by interstate trends in cattle feeding. During 
the 1980s, Nebraska has been one of the leading cattle feeding states -
typically second to Texas and ahead of Kansas in the number of cattle on feed. 
Between 1982 and 1987, average monthly numbers of cattle on feed increased in 
each of the three states; however the increase was 9 percent for Nebraska as 
compared with 13 percent in Kansas and 21 percent in Texas. 
Nebraska's estimated share of total fed cattle inventories in the seven 
leading cattle-feeding states increased during the 1980s. In 1987, Nebraska 
accounted for 24 percent of that total, compared to a 22 percent share in 
1982. Texas's share increased from 23 percent to 28 percent and Kansas' share 
increased from 17 percent to 19 percent during the same time period. This 
indicates that cattle feeding is shifting to the Plains states. 
The number of Nebraska feedlots with less than 1,000 head capacity have 
declined 21 percent since 1300 became effective (Table 5.2). This reflects a 
continuation of a long term trend, however. In spite of reduced number of 
feedlots, the number of head of cattle marketed annually from these small 
feedlots has declined only slightly. 
Both the number of feedlots and the number of cattle marketed by feedlots 
with 1,000-1,999 head capacity have declined since the enactment of 1300. 
This, like that of the small feedlots, is a continuation of a longer term 
trend. 
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Table 5.2. Number of feedlots and cattle marketed annually by feedlot size, 
Nebraska, 1978-1987. 
Feedlot Size 
- - - - - - - - - - - - (Head Capacity) - - - - - - - - - - - -
Under 1,000- 2,000- 4,000- 8,000- 16,000- Over 
Item 1,000 1,999 3,999 7,999 15,999 31,999 32,000 
1978-1982 
1983-1987 
1978-1982 to 
1983-1987 
1978-1982 
1983-1987 
1978-1982 
1983-1987 
1978-1982 to 
1983-1987 
1978-1982 
1983-1987 
12,183 
9,660 
-21 
97 
96 
189 
174 
-8 
Number of Average Feedlots 
83 
122 
47 
51 
66 
Percent Change 
30 
31 
41 
32 
Percent of Total Number of Feedlots 
2 
2 
1 
1 
a 
a 
a 
a 
10 
12 
20 
a 
a 
Average Number of Cattle Marketed Annually 
- - - - - - - - - - - - (Thousand Head) - - - -
1453 
1368 
-6 
35 
30 
392 
326 
-17 
394 
504 
28 
463 
554 
Percent Change 
20 
617 
816 
32 
438 
518 
18 
Percent of Total Number of Cattle Marketed 
10 
7 
10 
11 
11 
12 
15 
18 
11 
11 
a. less than 1 percent. 
30 
4 
5 
25 
a 
a 
347 
510 
47 
8 
11 
Declines in the number of smaller feedlots and cattle marketed from them 
means cattle feeding is becoming more concentrated in lots with 2000 or more 
head capacity. This concentration was not uniform across feedlot sizes, 
however. There was an increase in the number of feedlots in all classes of 
feedlots with 2000 or more head capacity. 
Nebraska's cattle feeding industry is still not as concentrated as that 
other major cattle feeding states (Table 5.3). In 1987, 27 percent of 
Nebraska's cattle were marketed from feedlots with less than 1,000 head 
capacity. Only Illinois, Minnesota, Iowa and South Dakota marketed a higher 
proportion of their cattle from these small feedlots. On the other hand, only 
21 percent of Nebraska's cattle were marketed from feedlots with 16,000 or 
more head capacity. This compares with 82 percent for Texas, 80 percent for 
Oklahoma, 60 percent for Kansas and 59 percent for Colorado. In contrast, all 
or nearly all of the cattle in South Dakota and the cornbelt states of Iowa, 
Illinois and Minnesota were marketed from feedlots with less than 8000 head 
capacity. Thus, Nebraska's cattle feeding industry is less concentrated than 
3 of the 4 largest cattle feeding states and with the exception of South 
Dakota, it is less concentrated than any of the Plains and western states. 
This lower concentration of Nebraska's cattle-feeding industry can be 
attributed to the basic structure which existed long before 1983. The 
structure of Nebraska's cattle industry is a result of the management 
knowledge and experience of cattle feeders, the economic and physical 
environment, the infrastructure of the state, and past and present economic 
conditions and incentives within the region and nation. In the future, 1300 
may temper general trends in cattle-feeding within Nebraska or the relative 
concentration of the cattle industry in the state, but it cannot reverse 
national trends or eliminate the effects of any production efficiencies and 
profit potential related to cattle production. 
In summary, 1300 has not stopped the growth of Nebraska's cattle feeding 
industry and, thus, the economic development associated with it. This means 
either the cattle feeding industry has grown without the expansion by 
nonfamily corporations and limited partnerships or cattle feeding that 
violates 1300 has occurred. Because of the lack of reporting requirements in 
1300, it is impossible to determine which of these factors is most important. 
At any rate, Nebraska's share of the national fed cattle market increased but 
not as much as Kansas' and Texas' shares. 
Divestiture of Farmland by Financial Institutions 
I 
l 
A financial crisis hit production agriculture in the early 1980s. This J 
was reflected by declining commodity prices, increased interest rates and " 
lower net farm income. This resulted in declining agricultural land values 
and debt servicing problems. Thus, lenders were obtaining title to 
agricultural land through foreclosure at rates unseen since the 1930s. Given 
the continued decline of farm real estate values, there was widespread concern 
about mandatory divestiture of agricultural land by financial institutions. 
For lenders, forced land sales could magnify losses incurred. But for others, 
a depressed market inferred the potential for creating another round of value 
declines. 
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Table 5.3. Distribution of cattle marketings by feedlot size, thirteen cattle-
feeding states, 1987. 
State/ Percent Distribution of Total Marketings by Size of Feedlot 
Total Total 
Number of Cattle Under 1,000- 2,000- 4,000- 8,000- 16,000 Over 
Feedlots Marketed 1,000 1,999 3,999 7,999 15,999 31,999 32,000 Total 
(1,000) - - - - - - - - - - - - - (percent) - - - - - -
Nebraska 4,980 27.4 6.9 11.6 14.1 18.8 11.0 10.2 100.0 
9,400 
Texas 5,255 1.7 0.4 0.7 3.2 11.9 26.4 55.7 100.0 
1,000 
Kansas 4,030 1.7 1.8 4.7 6.6 25.2 26.4 33.6 100.0 
1,900 
Colorado 2,230 2.0 4.0 9.0 11.9 13.9 19.1 40.1 100.0 
310 
Iowa 1,750 69.4 18.4 12.2* 100.0 
10,000 
California 765 0.4 0.9 2.0 6.7 12.8 29.5 47.7 100.0 
60 
Illino1s 825 87.9 7.3 4.8* 100.0 
8,800 
Oklahoma 690 4.3 2.5 1.2 12.0 20.6 59.4 100.0 
230 
South Dakota 650 41.4 10.3 11.8 36.5* 100.0 
4,200 
Minnesota 540 80.8 12.0 8.0 100.0 
6,000 
Arizona 460 3.7 38.5 57.8 100.0 
20 
Idaho 460 2.2 2.2 6.5 10.9 21.7 56.5* 100.0 
81 
Washington 416 1.4 8.4 8.0 82.2* 100.0 
80 
Total 22.971 18.4 4.6 5.7 7.4 14.3 18.9 30.7 100.0 
42,081 
Source: USDA, Agricultural Statistics Board, NASS. 
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to determine the magnitud~ of this potential problem,. an inventory of the 
amount of farmland held by agncultural lenders was completed in 1986. A 
survey was conducted of all bankers and life insurance companies operating in 
Nebraska requesting ihformation on agricultural land ownership. In addition, 
the Omaha Farm Credit Banks and the U;S. Department of Agriculture's Farmers 
Home Administration provided data; Survey respondents provided not only the 
amount of their land holdings but also its general location, date of 
acquisitiOJi, and other selected characteristics. They also estimated the 
amount of additional land they expected to acquire. 
Financial institutions owned slightly over 400,000 acres of Nebraska 
farmland at midyear 1986 (Table 5.4). Of this volume, commercial banks owned 
ove\" 40 percent of the holdings, even though they are not noted for making 
real estate loans. 
Most of the acreage was acquired during the previous two years with 57 
percent being obtained by lenders since January 1, 1985 (Table 5.5). This 
land was acqUired as a result of loan default. However, about one-sixth of 
the land holdings was acquired by lenders before 1300 became effective; 
therefore, it would be exempt from the divestitUre requirements of 1300. 
The largest holdings were range and pasture representing 44 percent of 
the land (Table 5.6). Another oM-third was sprinkler irrigated cropland and 
5 percent was gravity irrigated. The rapid development of center pivot 
irrigation dUring the 19705, often with heavy debt financing, explains in part 
this relatively high incidence of irrigated land in the lenders' inventory. 
As for the future, the lenders expected to acquire an additional 300,000 
to 340,000 acres by the end of 1987. Ih other words, they held title to 
approximately 1 percent of the agricultural land base of the state and were 
expecting to acquire an additional 0.75 percent by the end of 1987. This does 
not imply that their holdings woUld accumulate to that magnitude since the 
majority were actively trying to sell the acquired properties. 
The lenders were also asked if selected issues associated with !300 were 
viewed as problems. The majority felt that the cost of managing the 1 and was 
no problem (Table 5.7). LiReWise1 most saw no problem in finding eligible 
tenants. However; a large majority expressed concern over required 
divestiture and the associated possible asset devaluation and/or inability to 
recover the amount of loan defaUlt. Given the major multiyear devaluation of 
land assets and a basitally dormant agricultural land market in early 1986, 
this concern was understandable. 
In sum~ary, financial inst~tutiohs owned about 1 percent of the 
agricultural land base iii the state iii mid-1986 and expected to acquire and 
additional 0.75 perceht by the end of 1987. If all of this land was forced to 
come onto the market at a given point ih time, then the concerns of lenders 
and many others could be well founded. A potential supply glut in the 
agricultural land market could ensue with land values being depressed further. 
However, three quailfying factors suggest this scenario to be highly unlikely: 
(1) the relative volume of holdings, (·2) the time duration, and (3) the 
improved activity in the agricUltUral land market in 1987 and 1988. 
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Table 5.4. Number and proportion of acres of agricultural land ~wned by 
various financial institutions. Nebraska. 1986. 
Institution Number of Proportion 
Acres of Total 
(Percent) 
Commercial banks 178,800 43 
Farm credit system 114.000 28 
Farmers Home Administration 39,900 10 
Insurance companies 77.700 19 
Total 409,400 100 
Source: Mail survey. 
Table 5.5. Percent of acres currently owned by financial institutions by 
date of acquisition, Nebraska. 1986. 
Date of acquisition 
Since January 1. 1985 
During 1984 
During 1983 
Before 1983 
Total 
Source: Mail survey. 
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Percent 
of Acres 
57.4 
22.2 
2.4 
18.0 
100.0 
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Ti!bl!! ~.§, Perce.n.t of lan~ ()W!l!!~ ~y ftmmcial in~titutions by land use 
class, Neb.rask~ 1 1 ~~§, · 
bi!fl~ !W~ <: 1 ~~s 
Ran~fi!/Pi!StiJre 
Nonirrig~te.~ cropland 
~riVitY irrigated cropland 
Cente.r pivot irriga,ted cropland 
Total 
~ource: Mail survey. 
Percent 
of 1 and 
44.5 
17.6 
4.7 
33.2 
100.0 
Table 5. 7. Responses as to whether selected items were a problem of 1 and . 
I!Wiler~~ip fqr fiMnci!l i~§titYtions, Nebraska, 1986. 
- ,"':, •' 
' 
Item Yes No Total 
- ,_,. 
Cost of mana~ing land 
Devaluing l~!ld with ~iV~§titiJre 
Requif'ed djvestityre of hnd 
Inability to recover a111ount 19aned 
Inability to find e1 igi~le t,en~nts 
So.urc@: Mi! i1 ~111"¥@¥, 
,_,_,, 
42,6 
72.6 
80.5 
85.4 
38.2 
Percent 
5.7 .4 
27.4 
19.5 
14.6 
60.8 
100 
100 
100 
100 
100 
The volume of lan!l holclings w11s not large relative to the total land 
~ase. ~es~ thi!n one per..ce.nt of t.~e base was subject to !300 divestiture 
reqiJ .. iremen·t· s in .m. id-.. 198.6 .. ·Ev. en tt\oiJgh. lenders anticipated additi~nal holdings 
through 1987, t~e fact that t.he.y wer@ actively trying to sell sue land would 
imply a buffering.·· effec! to any tdditional accumulation of holdin s. 
. . . ,
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Secondly, the duration of the legal divestiture period would appear to be 
of sufficient length for orderly disposal through the market place. In 
Nebraska and neighboring states, an average of 2 to 4 percent of the 
agricultural land base transfers ownership through the market in any given 
year. Thus the leaders' holdings, if dispersed over a seven year period, 
would increase the supply no more than .10 to .16 percentage points per year. 
In other words, overall supply would increase about 5 percent annually due to 
divestiture requirements - hardly an amount conceived to be·a "glut" on the 
market. However, if such transfers were bunched in time or space, they could 
impact local markets and dampen market values. 
In addition to the rather modest volume of holdings by institutional 
lenders and the extended time for divestiture, improved financial conditions 
for agriculture since mid 1986 has reduced the stress levels. Improved income 
levels, renegotiated financial packages, and a stabilizing land market have 
all contributed to some short-run relief for producers and their lenders. In 
turn, less land is being acquired by lenders and the liquidation of their 
existing holdings can be accomplished in a more orderly manner. Although 
these conditions may be short-lived, nevertheless, 1987 and 1988 have 
represented an opportunity for lenders as well as producers to get their 
finances in order. 
General Business Climate 
An issue often raised concerning 1300 is whether or not it has impacted 
the business community and, if so, in what manner. To be sure, the media has 
periodically presented cases of specific firms who reportedly hav.e not 
expanded operations or located in Nebraska because of 1300. Opponents are 
quick to cite these instances as evidence that I300 is inhibiting business and 
economic development in the state, while proponents use the same situations to 
claim I300 is accomplishing precisely what was intended. To the dismay of 
both parties, however, anecdotal evidence of this type has very limited value. 
Each situation is unique, making it difficult to draw generalizations. Also a 
host of variables usually impact the decision made; therefore, there is 
usually insufficient and inconclusive evidence that 1300 is a primary factor. 
Thus, a more objective analysis of the impact of I300 on the business climate 
is needed. A random sample of Nebraska manufacturers and lenders were 
surveyed to determine their perceptions of the state's business climate. 
During the summer of 1987, a total of 40 food and kindred products 
manufactures were contacted by phone. Firms in this class include: meat 
processing, dairy products food processing, feeding processing, and 
agricultural by-products. Representatives of each firm were contacted in June 
and July of 1987 and asked their opinions and perceptions about the general 
business climate of the state and impact if any, of I300. The food and 
kindred products group was surveyed on the assumption that I300 would be most 
relevant to this Standard Industrial Classification (SIC) group. If I300 was 
impacting the business community and the business climate, it would show up 
among this group more than any other class. 
The 40 firms averaged 43 employees with the range being 2 to 250. They 
had operated in Nebraska for an average of 28 years with 23 percent of the 
firms in operation for five years or less and 35 percent for 30 or more years. 
Seven out of every 10 firms had expanded their facilities and operation size 
since 1982. 
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When asked to rank NebrasRa's current business climate on a scale of one 
to five with one being very poor and five being very good, 38 percent ranked 
it at 3 (or the midpoint) (Figure S.l). The others who ranked it lower 
exceeded those who ranked it higher by a ratio of two to one. The overall 
average on the five point scale was 2.6. 
When asked to rank the current business climate as it pertained to their 
own firm, 40 percent rated it at the midpoint (Figure 5.2). However, more 
than a third (34 percent) ranked it higher while about a fourth of the 
respondents (26 percent) ranked it lower. The average was a rank of 3.1. So, 
it wou1d appear that the group perceived the climate for their own firms 
somewhat better than the general business climate. 
The business people were then asked to identify any factor or factors 
which they felt weakened Nebraska's current business and economic climate. A 
number of items were mentioned with some frequency including: the farm 
economy, Nebraska's tax structure, the state's geographic location, and lack 
of economic diversity. However, only one of the 40 respondents specifically 
mentioned 1300 as a weakening factor, and that respondent went on to say 1300 
had adversely affected their firm. 
All respondents who did not mention 1300 were then asked if they were 
aware of 1300 restrictions on corporate activity in production agriculture. 
Nearly four out of five respondents (79 percent) said they were. Two-thirds 
of those who were aware of 1300 indicated it had no effect on their operation 
and one-third said that it did. Generally, the impacts mentioned were some 
curtailment of other business expansion with some negative effects for the 
respondent firm. In total, about one in four respondents reportedly felt 1300 
had affected their firm. As for the perceived impact of 1300 on the general 
business and economic climate, more than a fourth of the respondents (27 
percent) said they had no opinion (Figure 5.3). The remainder tended to 
perceive it as being a negative factor. About 3 out of 8 respondents (38 
percent) ranked it as being very discouraging (1 on a 5-point scale). Only 
about 10 percent of the respondents ranked 1300 as being encouraging. The 
overall average on the scale was 1.9. 
In September 1987, telephone interviews of a random sample of 40 banking 
officials were completed to determine their perceptions of the current 
Nebraska business climate. Most Of the respondents (55 percent) ranked the 
general business climate at 3 on a scale of a 1 (very poor) to 5 (very good). 
The remainder generally placed the state at the lower end of the scale (Figure 
5.4). When asked for specific factors that they perceived strengthened the 
current business climate, respondents most frequently mentioned the livestock 
economy followed by the state's labor force and its work ethic. The influence 
of government farm programs and Nebraska's new tax laws were also frequently 
noted by bank officials. 
The most frequently mentioned weakness of the state's business climate 
was the state's dependence on agriculture. Related to this, many also noted 
the stress in the farm economy and its reliance on federal farm program 
payments. Oniy 2 of the 40 bank officials independently mentioned 1300 as a 
weakness of business climate, When asked specifically about 1300, all 
respondents were aware of 1300 and 65 percent perceived it as a negative 
aspect of the state's economic development. Most of the remaining respondents 
were neutral on 1300's effects (Figure 5.5). 
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Figure 5.1. Rank of Current Nebraska Business Climate by Business People, 1987. 
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Figure 5.2. Nebraska's Business Climate as it Pertains to Own Firm 
as Ranked by Business People, 1987. 
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Figure 5.5. Impact of !300 on Business and Economic Development as Perceived by Nebraska Bankers, 1987. 
In short, the bankers' pattern of responses was similar to that of 
manufacturers in the food and kindred products industries - 1300 is perceived 
as a weakness in the state's business climate, but is not a predominant factor 
in most respondents' minds. From these surveys, it would be difficult to 
argue that 1300 has seriously inhibited business expansion and relocation 
within the state. While some anecdotal evidence exists indicating that it has 
limited some firms from either expanding or starting up new ventures in 
Nebraska, 1300 does not appear to be a cloud on the state's economic horizon. 
AgriCultural Land Values 
There has been much speculation about what if any impact Initiative 300 
(1300) has had on agricultural land values. Opponents have argued that the 
decline of land prices in Nebraska has been aggravated by 1300. Proponents 
have countered that the evidence used by opponents is invalid; therefore, no 
conclusions can be drawn from it. 
1300 is only one of several factors which may affect the agricultural 
land market. Other factors include the proportion of the land which can be 
cultivated, the proportion which can be irrigated, alternative uses, income 
producing ability, alternative investment opportunities, and cost of financing 
purchases. With many factors affecting the demand for land, it is difficult 
to attribute changes to any one. For this reason, it is necessary to 
simultaneously consider factors which may affect the agricultural land market. 
The effect of each variable can be estimated by the use of appropriate 
analytical tools. 
The impact of 1300 on the agricultural land market has attracted the 
interest of others who have used different models to test whether there has 
been any impact from corporate and limited partnership restrictions. Each 
used the same data base for their analysis. All analyses reported in this 
study are based upon the Omaha Farm Credit Banks' data from approximately 
15,000 agricultural land sales in Nebraska from 1975 through the first half of 
1986. These data include sales which were considered to have no unusual 
circumstances associated with them such as sale to close relatives. They 
include sales other than those financed by the Farm Credit Banks and are 
considered to be representative of all sales in Nebraska. 
Saif Shalaby (1987) used a three-stage regression model to estimate the 
demand for agricultural land. In developing his analysis, Shalaby converted 
values of all variables to logarithms and used a recursive model. This means 
the value of one equation is incorporated into the solution of the next one. 
The first equation estimated the cost of borrowed funds. 
(I) (LBR)t = 0.73 + 0.62 (COST)t + 0.04 (RISK)t-1 
where: LBR is the estimated interest charged by the Federal Land Banks for 
farm real estate loans in time t. 
COST is the cost to the Federal Land Bank for borrowed funds in time 
t, and 
RISK is the ratio of the interest rate on 3-month treasury bills to 
the interest rate on short-term ag loans. 
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The second equation estimated the average value of farm real estate. 
This was estimated from the following equation: 
{2) 
where: 
~ 
{AVAL)t = -2.68 + 0.42 {AVAL)t_ 1 + 0.24 {LBR)t + 
{AVALlt-1 
.......... 
{LBR)t 
{PCULT)t 
{RR)t 
0.88 {PCULT)t + 0.96 {RR)t 
is the average value per acre in time t-1 
is the estimated interest rate charged by the Federal Land 
Bank on loans as calculated from the preceding equation. 
is the percent of the land which is cultivated. and 
is the real rent as indicated by unpublished sources of cash 
't'ont!lll Y"!:lto~ 
- ~0~ ~ ~ ~ ~ ~ ~~= = 
1300 as well as other factors affecting the demand for land were included 
in equation {3). 
~ 
{3) 
where: 
{ACRES) = 15.90- 1.77 {AVAL)t + 0.41 {PFGR)t + 1.13 {INP)t 
- 0.05 {0300) + 0.31 {01) - 0.18 {02) - 0.38 {03) 
{ACRES) is the number of acres of agricultural land sold. 
~ {AVAL)t is the average value of agricultural land as calculated in the 
previous equation. 
{PFGR)t is the price of feed grains. 
{INP)t is the USDA's index of prices paid for items of production. 
{0300) is an indication of whether the sale took place before or 
after 1300 became effective. 
{01), {02), and {03) are indicators of the sale being in the first, 
second or third quarter of the year. 
The coefficients of all variables were significantly different from zero 
except the one for 1300. This means that all variables except 1300 had an 
effect on the demand for agricultural land. 
Likewise, the direction of the effect of the variables as reflected by 
the positive and negative signs in the formulas were consistent with economic 
theory except for the positive sign associated with the index of prices paid 
for inputs. It would be expected that fewer acres would change ownership as 
the costs of production increase. The positive sign in formula {3) suggests 
the opposite of this. A possible explanation is that during much of the time 
period, there may have been an expected increase in returns even though prices 
of inputs were increasing. This expected increase could have been in the form 
of increases in the value of agricultural land. 
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A second study, completed at Harvard University (1987), used an ordinary 
least squares regression model to relate agricultural land values per acre to 
a number M variables including 1300. The following equation shows the 
relationships found with this analytical approach: 
P = 4547.398 + 727.365 PCTCUL + 636.075 PCTIRR + 38.502 CORNP 
-5.937 AVGFM + 13.499 GP-1 + 94.801 R2+ 211.555 R4 
+ 158.753 OEG1 + 399.888 OEG2 +1043.732 OEG3 - 393.679 01 
- 215.443 o2 + 1oo.s93 o3 - 231.983 o4 + 86.798 o5 
+ 495.491 06 + 188.110 07 + 188.133 08 - 186.715 OLAW 
where: P is price per acre. 
PCTCUL is percent of the land which was cultivated. 
PCTIRR is percent of the land which was irrigated. 
CORNP is season average price of corn in Nebraska. 
AVGFM is average size of Nebraska farms in acres. 
GP-1 is total government payments per acre lagged one year. (Total 
government payments to Nebraska farmers/ number of acres in 
farms.) 
R2 is reason for purchase was to expand an existing farm. 
R4 is reason for purchase was for nonagricultural development. 
OEG1 is slight degree of nonfarm influence. 
OEG2 is moderate nonfarm influence. 
OEG3 is great nonfarm influence. 
Oi is dummy variables for each of the crop reporting districts. 
OLAW is dummy variable for 1300. 
The dummy variables for the crop reporting districts and·l300 had values 
of 1 if the farm was in the district or if it was sold after 1300 became 
effective. Otherwise, they had values of zero. All of the coefficients were 
significant and the signs for all nondummy variables were consistent with 
economic theory. The negative sign associated with OLAW indicates 1300 has 
had a downward effect on the price of agri cultura 1 1 and. 
. A third study, conducted by the authors, used an approach similar to that 
of the Harvard study. However, the model is simpler since it is based upon 
the theory that the price of agricultural land is a function of its income 
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generating ability, the returns from alternative investments, and trends in 
land values over time. , Any impact of I300 would be reflected by a change in 
the first term of the equation. 
An ordinary least squares regression model was used in this study also. 
The following equation reflects the results of the analysis: 
PPA = -155.02 + 20.08 WRENT + 37.18 RATE- 154.38 1300 -32.32 TIME 
where: PPA is the price per acre for agricultural land. 
WRENT is a weighted rent for each of the crop reporting districts. It 
is the rent for nonirrigated cropland, irrigated cropland and 
pasture weighted by the number of acres in each of the 
respective uses. 
RATE is the yield on long term government bonds. 
I300 is a dummy variable reflecting the presence or absence of 1300. 
TIME is a trend variable indicated by year. 
All variables are statistically significant meaning that the variable is 
associated with changes in the price per acre of agricultural land. The sign 
for RATE is inconsistent with economic theory. Theory would suggest that 
agricultural land prices would increase when yields on bonds decrease. The 
positive sign indicates that the price per acre of agricultural land increases 
with increases in the yield from long term government bonds. A possible 
explanation for this is that during much of the time for this analysis, there 
was generally an expectation of increases in both. 
The negative sign for 1300 indicates it has a depressing effect on the 
price of agricultural land. This appears to be in addition to the general 
trend in agricultural land prices as indicated by TIME. The negative sign 
associated with this variable is indicative of the rapid drop in prices since 
1981. 
In light of the three studies described above, the impact of 1300 on the 
agricultural land market is unclear. The first one indicates there is no 
effect on the demand for agricultural land and the other two indicate I300 has 
had a negative impact. Another reason for caution in drawing strong 
conclusions is the relative short time I300 has been in effect. This makes 
the data available minimally acceptable for the type of analysis used in each 
of the studies. As more data become available in the future, more conclusive 
evidence of the impact of I300 may be possible. 
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CHAPTER SIX 
ANALYSIS OF POLICY ALTERNATIVES 
The intent of this chapter is not to argue for or against the the basic 
purpose or purposes of 1300, nor to provide a detailed analysis of legal 
issues raised by 1300. Rather, the range of general policy options relative 
to 1300 are presented, ranging from no change to repeal. A number of 
modifications between these extremes are identified and some legal 
ramifications are noted. 
Less controversial modifications include establishing corporate 
reporting and compliance monitoring requirements, and authorizing trusts to 
hold agricultural land for qualified beneficiaries. More controversial 
modifications include modifying the land divestiture requirement for lenders 
repossessing agricultural land as loan collateral, allowing grandfathered 
operations to gradually increase their land holdings, permitting the 
formation of authorized farm corporations, and incorporating provisions of 
1300 into statute and removing them from the Nebraska Constitution. 
No Change 
Making no change to 1300 would leave it intact in the Nebraska 
Constitution. Making no change would prohibit trusts from holding 
agricultural land for qualified beneficiaries, and would prohibit unrelated 
family farmers from incorporating to engage in joint agricultural operations 
(unless the nonprofit corporations exception allows such combinations 
through agricultural cooperatives). Making no change would also leave an 
ambiguous compliance monitoring policy. 
hpeal 
Repealing 1300 and not replacing it with statutory corporate farming 
restrictions would allow any legal entity (including corporations, limited 
partnerships, and unrelated individuals) to acquire Nebraska farmland and 
engage in agricultural operations. It would also allow trusts to hold 
agricultural land for qualified beneficiaries. 
The 1986 federal tax reform act has removed some but not all of the 
features that have previously encouraged investors to engage in tax sheltered 
agricultural activities. Thus, repeal of 1300 may not necessarily result in 
the same kind of tax-sheltered investor interest in Nebraska agriculture 
(principally irrigation development and custom cattle feeding) that led in 
part to 1300's adoption. However, some tax policy observers suggest that many 
of the tax shelters eliminated in 1986, particularly the capital gains 
exclusion, may be revived in the future if tax rates are increased to reduce 
the federal deficit. If a policy objective of 1300 is to limit the ability of 
investors to engage in agricultural activities for tax shelter purposes, it 
may be premature to rely on federal tax law to accomplish that objective in 
the absence of specific corporate and investor farming restrictions. 
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Modifications 
Reoortinq Requirements and Compliance Monitoring. The monitoring 
provision of 1~00 providE!~ t~at "Thidecretary of State shall monitor 
corporate and synpicate agricultural land purchases and corporate and 
sy~dicate farming and rancning operations, and notify the Attorney General of 
any possible violations." This provision makes the Secretary of State 
responsible for monitoring compliance. When 1300 was adopted, Nebraska 
statutE!s required corporations engaging in agriculture to report to the 
Secretary of State annually. When 1300 was adopted, however, the corporate 
rE!porting statutes \'lere repealed. Thus there is now no statutory program for 
monitoring compliance with 1300. 
A Nebraska legislature study committee which examined 1300 issues for the 
Unicameral in 1986 recommended the establishment of a compliance monitoring 
program rather th11n leave it to the sole discretion of the Secretary of State. 
However, 1300 may inadvertently prevent this. 1300 provides in part "The 
Nebraska Legislature may enact.by general law, further restrictions 
prohibiting certai~ agricultural operations that the legislature deems 
contrary to the intent of this section." Under general principles of judicial 
interpreti!tion, the eXPressiQn of one thing excludes all others. In other 
words, wnen 1300 autlwri~E!d tile Unicameral to enact additional restrictions on 
agricultural operations consistent with 1300, it thereby deprived the 
Uni camera 1 of tne 1 ega 1 ~utn0rity to enact any other 1 egi sl ati on de a 1 i ng with 
1300, including legislation establishing compliance monitoring requirements. 
Unless such requirements could be construed as 1300-type restrictions on 
corporate farming, which seems unlikely, the "further legislation" clause, 
probably unintentionally, may preclude the Unicameral from enacting compliance 
monitoring legislation. If the Unicameral is not legally authorized to enact 
compliance legislation, the Secretary of State may be legally authorized by 
1300 to adopt such requirements by administrative regulation. 
Assuming for the sake of argument that the foregoing legal analysis is 
incorrect, and that 1309 d0es not legally preclude legislation establishing a 
compliance monitoring prognm, such a program would enhance enforcement of 
1300. Compliance monitoring could include annual corporate reporting along 
the lines of the original Nebraska farm corporation reporting statutes, and 
could also include monitoring 0f corporate tax returns and land title 
transfers. Additional reporting requirements would be needed to monitor 
custom livestock feeding, although this could be accomplished by requiring 
feeders engaged in custom feeding to submit annual reports regarding the 
ownership of cattle fep t() the S!i!cretary of State. See Table 6.1. 
Trust Activities. Under 1300, corporations are prohibited from holding 
agricultural land as· trust!!e~ evE!n if the trust beneficiary would otherwise be 
eligible to hold agricult~ral land directly. Nebraska and Wisconsin are the 
only states propibiting such trust activities. The 1986 legislative committee 
report suggests that such restriction was not originally intended. In any 
evE!nt, this requirem.ent uflnecessarily restricts the estate planning options 
available te farmers ~nd th!ili r fami 1 i es without correspondingly promoting 
family-farm ownership or operation. Removing this restriction would provide 
farm families a wide'rap~e of estate planning options than is currently 
available. 
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Table 6.1. Comparison of corporate farming monitoring requirements among the 
states, 1987. 
State 
Item ND OK MN WI so IA MO KS NE 
1. Initial coiYorate farm 
reporting. y N N N y N y N N 
2. Annual farm corporation 
reporting. y N N N y y N y N 
3. Farm corporation ownership 
change reporting. y N N N N N y N N 
4. Corporate income tax return 
sampling. y N N N N N N N N 
5. Incorporation filing sampling. y N N N N N N N N 
* Report required when (1) first organizing a farm corporation, (2) for all 
corporate farms when reporting requirement initiated, or (3) when an 
existing corporation first initiates farming activities. 
land Divestiture. One issue connected with 1300 is the time period 
allowed lenders to divest of agricultural land obtained through foreclosure. 
1300 establishes a divestiture period of five years, with two additional years 
after suit has been brought to enforce the divestiture provisions. However, a 
potential conflict arises between the 1300 divestiture period and that 
available to federally chartered national banks under the National Banking 
Act. The Act establishes a five year divestiture period for national banks, 
but also permits a five-year extension if it is approved by the Comptroller of 
the Currency. The Nebraska Supreme Court in its 1986 ruling indicated that it 
was premature to decide whether there was a conflict between the divestiture 
periods under 1300 and the National Banking Act [Omaha National Bank v. 
Spires, 223 Neb. 209, 389 N.W. 2d 269 (1986)]. The Court ruled that the issue 
could not be legally raised until a national bank had sought and obtained a 
five year extension on land divestiture and then had been found to be in 
·violation of 1300's divestiture requirement. 
Modifying the divestiture period to "five years or any longer period 
authorized pursuant to the National Banking Act" would avoid this potential 
conflict between 1300 and federal banking statutes. Another alternative would 
be to authorize the state banking director to approve another five years for 
divestiture by financial institutions other than national banks. 
47 
Expansion of Grandfather!!d Operations. Forbidding grandfathered entities 
to increase their operations means such operations will be frozen in size, 
which might ultimately encourage liquidation of the operation if its size 
becomes uneconomical. The alternative approach to forbidding expansion is to 
allow grandfathered operations to expand, e.g. up to 20 percent over five-year 
periods. 
Authorized Farm .Corporations. 1300 does not allow authorized farm 
corporations to be established (although similar objectives may possibly be 
accomplished through forming a nonprofit agricultural cooperative). Most 
states with corporate farming restrictions authorize the formation of 
authorized farm corporations, subject to restrictions on: residency or actual 
operation requirements, number of shareholders and classes of stock, and 
minimum farm income requirements. The absence of an authorized farm 
corporation option in 1300 prevents e.g. neighboring farmers from 
incorporating to operate a feedlot on a 50-50 basis. To qualify as a family 
farm corporation, one farmer or his family must control a majority (more than 
50 percent) of the voting stock. 
The authorized farm corporation issue is complex, as the authorized farm 
corporation may provide a method to evade corporate farming restrictions. 
This could be avoided by requiring all stockholders to be qualified farm 
operators or family farmers. This would be similar to 1300's requirements for 
family farm partnerships except that the operating farmers involved would not 
be required to be family members. A second approach would be to allow 
authorized farm corporations where a majority interest is held by qualified 
farm operators or family farmers. This would be similar to the 1300 
requirements for a family farm corporation except again that the operating 
farmers involved would not be required to be family members. A third 
alternative would be to allow authorized farm corporations with only a 
minority interest held by a qualified farm operator or family farmer. A 
fourth approach, followed in some states, would be to require no ownership by 
an operating farmer, and to impose no residency or operation requirement. The 
last two approaches may be characterized fairly as loopholes to 1300's 
restriction corporate and syndicate farming, whereas the first two approaches 
are more consistent with 1300's apparent intent. 
Incorporate 13.00 into Statut.e. Nebraska is the only state that has 
incorporated its basic corporate farming restrictions into its constitution.!! 
This means that the corporate farming restrictions can be modified only 
through constitutional amendment, a time consuming process. This makes J 
modi fi cation of 1300 as difficult as is its repea 1. -
There are numerous changes that 1300 supporters might wish to make, 
including authorizing trusts to hold land for qualified beneficiaries, 
allowing formation of authorized farm corporations, establishing monitoring 
and compliance requirements, requiring that family-farm corporations and 
ll While Oklahoma has a constitutional corporate farming restriction, the real 
corporate farming restrictions are statutory. 
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authorized farm corporations have only one class of stocks\ll and perhaps 
extending the poultry raising exemption to egg operations. These 
modifications could be made more easily if 1300 were statutory rather than 
constitutional; however, 1300 opponents could also attempt to repeal or weaken 
statutory corporate farming restrictions more easily than they could a 
constitutional provision. Taking these political factors into account and in 
the absence of a significant change in the political attitudes, putting I300 
into statute could result in its eventual demise. 
ll This would prevent a family farm corporation being established where the 
operator owns all the voting stock and non-qualified investors own 
nonvoting stock and control operation of the corporation through either an 
incorporation agreement or operating agreement. See Kelley, Steinmeyer and 
Byrne, "Initiative 300 - Panacea or Pandora's Box?", Taxes and Initiative 
300 at 17-18 (January 21, 1983, Nebraska Continuing Legal Education Inc.). 
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CHAPTER SEVEN 
SUMMARY AND CONCLUSIONS 
This study examined a number of issues related to corporate farming and 
regulation of corporate farming in Nebraska. The specific objectives were: 
1. to describe corporate farming activity in Nebraska, and to compare 
corporate farming activity in Nebraska with that in other states; 
2. to compare Nebraska's corporate farming restrictions with those 
imposed by other states; 
3. to identify the public's understanding of 1300 and their perceptions 
of its impacts; 
4. to analyze the effects of I300 on selected aspects of agriculture in 
Nebraska; 
5. to determine perceptions of the impact of I300 on the business 
climate in Nebraska; and 
6; to identify and discuss policy options relative to I300. 
On the basis of the most recent Census of Agriculture (1982), just over 
3,000 or 5 percent of Nebraska's farms were corporations. Over 90 percent of 
these were family farm corporations as defined by the Census. Corporations 
operated nearly 7 million acres of farmland and owned just over 5 million 
acres. Family farm corporations accounted for most of this--97 percent of the 
acres operated. 
Corporations' cash receipts from farm marketings were nearly $2 billion 
in 1982, or about 30 percent of the state total. Family farm corporations 
accounted for nearly 85 percent of this. Corporations were particularly 
pronounced in livestock with nearly 45 percent of the fed cattle marketings 
and 19 percent of the hog sales. 
Corporate agriculture was compared with that of neighboring states and 
other major agricultural producing states. Nebraska ranked third in the 
number of farm corporations in 1982 and fourth in the number of acres operated 
by corporations. However, five other states had a higher percent of farm 
marketings from corporations (Colorado, 45 percent; California, 41 percent; 
Kansas, 40 percent; Texas, 38 percent and Wyoming, 35 percent). 
Nebraska's Initiative 300, enacted in November 1982, restricts 
agricultural land ownership and operation by corporations and syndicates or 
limited partnerships. Family farm corporations are not restricted and have 50 
years to requalify if they subsequently fail to meet the requirements of a 
family farm corporation. 
There are a number of exceptions to the I300 restrictions. These include 
nonfamily general partnerships, corporations owning or operating land at the 
time 1300 became effective and corporate creditors who acquire land to satisfy 
collection of debt. In addition, selected other corporations are exempted 
such as poultry producers and research farms. 
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Eight states in addition to Nebraska restrict corporate ownership and 
operation of agricultural land. They are North Dakota, Minnesota, Wisconsin, 
South Dakota, Iowa, Missouri, Oklahoma and Kansas. All except Nebraska 
restrict through statutes. Oklahoma uses both a constitutional provision and j 
statutes while Nebraska uses constitutional provisions only. Five states, 
including Nebraska, restrict limited partnerships. Nebraska does not permit 
authorized farm corporations (although the same effect possibly may be I 
accomplished through forming nonprofit agricultural cooperatives). Authorized 
farm corporations are corporations with a few stockholders and usually qualify 
as Subchapter S corporations for federal income tax purposes. Likewise, 
Nebraska is the only state preventing financial institutions from holding 
farmland in trust for qualified beneficiaries. 
Overall it appears that Nebraska's restrictions on corporate farming are 
generally stronger than those of the other states with restrictions. Several 
factors are contributing to this. First, Nebraska's restrictions are part of 
the constitution rather than statutes; thus, a voter-approved constitutional I 
amendment is needed to relax any provisions of the law. Second, 1300 does not 
provide for "authorized form corporations" that also might have advantages for · 
some types of agricultural enterprises (although the same objectives may 
possibly accompli shed through rionprofi t agricultural cooperatives). Finally, 
Nebraska does not provide for exemption of corporate trust management of 
agricultural land. However, Nebraska has no reporting and comprehensive 
monitoring procedures, which may make 1300's enforcement less effective than 
that in other states. 
Public understanding of 1300 and perceptions of its impacts are critical 
factors in a policy enacted by voter referendum. On the basis of a survey of 
a representative sample of Nebraskan households in 1986, it appears that 
Nebraskans were not generally knowledgeable of specific provisions of 1300 
even though considerable media attention had been given them. Moreover, the 
percentage of incorrect responses to survey questions indicated that farm 
people appeared to be less knowledgeable than nonfarm residents. 
Public perceptions of the impacts of 1300 were quite mixed with no clear 
consensus. Only about one-third of Nebraskans felt 1300 had helped maintain 
the family farm and the rural communities. Likewise, only about one-third felt 
1300 had been good for Nebraska. 
A number of specific concerns have been raised about the possible 
economic effects of 1300. One of these was the effects on cattle feeding 
industry. Despite a high level of corporate involvement in cattle feeding, 
the state's share of cattle marketed has increased since the enactment of 
1300. In recent months, there have been a record number of cattle on feed in 
the state. 1300 has not diminished the number of cattle fed nor Nebraska's 
share of the national market. Future impacts, if any, are indeterminate. 
Historically, cattle feeding in Nebraska has been less concentrated than in 
other major states as indicated by the proportion of cattle marketed from 
feedlots with less than 1,000 or greater than 16,000 head capacity. It is 
possible that 1300 could mitigate any future trend toward larger feedlots. 
Whether this is advantageous to the state's cattle feeding and meat packing 
industries is unclear. 
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Another concern is the potential for forced divestiture of farmland by 
financial institutions. While the provisions state a 5-year divestiture 
period, a recent Nebraska Supreme Court decision indicates that the 
divestiture period is actually 7 years before confiscation of property would 
take place. Nationally chartered banks have this time period with the 
possibility of a 5-year extension. It is still unclear as to how I300 affects 
nationally chartered banks. 
A survey of financial institutions in midyear-1986 indicated financial 
institutions owned 400,000 acres and expected to acquire another 300,000 to 
340,000 acres by the end of 1987. They also indicated they were actively 
trying to sell the property, implying the net volume of land owned would not 
necessarily grow accordingly. Because this is not a significant proportion of 
the state's farmland and stabilization of the agricultural land market has 
occurred recently, divestiture would not be likely to have an acute effect on 
the value of agricultural land. 
A third area of concern centers on the impact of I300 on Nebraska's 
business climate. Anecdotal evidence has appeared in the media implying that 
I300 has prevented certain types of economic development and expansion which 
may have been considered desirable to the state. However, is there a 
pervasive problem? To address this, a survey of a random sample of bank 
officials and food and kindred products manufacturers was completed during the 
summer of 1987. The emphasis was on their perceptions of the general business 
climate and the potential impact of I300. Both groups rated the general 
business climate to be slightly below the midpoint on a scale of one (very. 
poor) to five (very good). Only one manufacturer and two bankers specifically 
cited I300 as a negative factor affecting the business climate before being 
directly questioned about it. However, upon specific questioning about I300, 
both groups generally felt it had had an adverse effect. It would appear from 
this analysis that while I300 is generally perceived as a negative factor, its 
specific influence on the business climate is much less conclusive. 
As for the impact of I300 on agricultural land values, a review of 
studies directed at this question received inconclusive results. The 
difficulty of explaining a very complex and dynamic agricultural land market 
as well as the rather limited time period during which I300 has been in effect 
preclude reliable analysis at this point in time. 
Overall, both the positive and negative impacts of I300 may well be 
overstated .in public debate. Because of the turbulent time for agriculture 
since adoption of I300, there is little evidence that it has either advanced 
the causes of its proponents or created the extreme negative impacts claimed 
by its opponents. Perhaps in time the influence of I300 will become more 
discernible. But at this juncture, it appears that the magnitude of public 
emotion and political rhetoric far exceeds its true significance. 
Analysis of various policy options was also made. The alternatives 
ranged from no change to repeal with several modifications in between. The 
intent was to provide an aid in discussing the various issues without either 
supporting or refuting I300. The modifications include the following: 
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- initiating corporate farm reporting requirements and compliance 
monitoring 
- clarifying bank trust activities, 
changing repossessed land divestiture provisions, 
- allowing expansion of grandfathered operations, 
- permitting authorized farm corporations, and 
- incorporating I300 into statutes. 
Advantages and disadvantages of each modification were discussed. 
In the face of its highly emotional and political nature, I300 could well 
benefit from careful examination and objective debate. Proponents and 
opponents need to hear the other side's position. For example, it seems that 
a key issue underlying the I300 debate is one of unit size and concentration 
within production agriculture rather than the organizational forms of family 
farms verses corporate entities. For 1300 proponents, it must be recognized 
that I300 will not restore an agricultural structure akin to that of a 
generation or two ago. The past can not be brought back. The "family farm", 
a nostalgic but elusive concept, is dynamic -- constantly undergoing change 
regardless of the corporate restrictions imposed. In fact, today's farm unit 
size and capital requirements often dictate alternative organizational 
configurations in order for the farm family to remain economically viable. 
Likewise, for those in opposition to I300, it must be recognized that complete 
corporate freedom in production agriculture may be a mixed blessing. At times 
it may promote growth and expansion of the industry and its supporting 
sectors, and contribute to greater aspects of efficiency, but such advances do 
not always confer long-run economic gain and societal enhancement. Heavy 
production concentration and specialization can lead to (1} reduced economic 
resiliency and flexibility, (2} institutional rigidity, and (3} economic 
leakages of both income and decisionmaking out of the communities and even the 
state. Thus, orderly public oversight of corporate involvement in agriculture 
may not necessarily curtail needed economic growth and change, but actually 
contribute to greater economic prosperity for the state in the long-run. 
One final point, this effort to study corporate farming in Nebraska is 
admittedly modest. While it has provided a multi-faceted perspective of the 
current situation, further in-depth research is needed. As Nebraska looks to 
the future and attempts to diversify its economy and enhance its socio-
economic environment, further questions regarding I300 will need to be 
addressed. For example, the potential flow of capital into the state and its 
agricultural production sector should be carefully investigated. More 
specifically, does 1300 tend to restrict the flow of venture capital or the 
substitution of equity capital for debt capital? Also, the role of corporate 
involvement in agriculture and the potential impact on rural employment levels 
must be studied in the broader context of maintaining rural community 
viability. The availability of off-farm employment is a critical variable to 
a growing number of farm families, and thus it will impact the future 
structure of agriculture. Finally, the study of alternative forms of 
organization within production agriculture has merit. Could not innovative 
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adaptation of the traditional farmer cooperative have equal or even greater 
potential than the corporate form of organization to promote competitiveness 
in this state's agricultural economy? These and other questions yet to be 
raised will find their way into the ongoing debate and the pol icy evolution 
process. 
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ARTICLE XII 
MISCELLANEOUS CORPORATIONS ORIGINALLY A PART OF ART. XI 
Sec. 8. Corporation acquiring an interest in real estate used for 
farming or ranching or engaging in farming or ranching; restrictions; 
Secretary of State, Attorney General; duties; Legislature; powers. (I} No 
corporation or syndicate shall acquire, or otherwise obtain an interest, 
whether legal, beneficial, or otherwise, in any title to real estate used for 
farming or ranching in this state, or engage in farming or ranching. 
Corporation shall mean any corporation organized under the laws of any 
state of the United States or any country or any partnership of which such 
corporation is a partner. 
Farming or ranching shall mean (i} the cultivation of land for the 
production of agricultural crops, fruit, or other horticultural products, or (ii) the ownership, keeping or feeding of animals for the production of 
livestock or livestock products .. 
Syndicate shall mean any limited partnership organized under the laws of 
any state of the United States or any country, other than limited partnerships 
in which the partners are members of a family, or a trust created for the 
benefit of a member of that family, related to one another within the fourth 
degree of kindred according to the rules of civil law, or their spouses, at 
least one of whom is a person residing on or actively engaged in the day to 
day labor and management of the farm or ranch, and none of whom are 
nonresident aliens. This shall not include general partnerships. 
These restrictions shall not apply to: 
(A} A family farm or ranch corporation. Family farm or ranch corporation 
shall mean a corporation engaged in farming or ranching or the ownership of 
agricultural land, in which the majority of the voting stock is held by 
members of a family, or a trust created for the benefit of a member of that 
family, related to one another within the fourth degree of kindred according 
to the rules of civil law, or their spouses, at least one of whom is a person 
residing on or actively engaged in the day to day labor and management of the 
farm or ranch and none of whose stockholders are nonresident aliens and none 
of whose stockholders are corporations or partnerships, unless all of the 
stockholders or partners of such entities are persons related within the 
fourth degree of kindred to the majority of stockholders in the family farm 
corporation. 
These restrictions shall not apply to: 
(8} Non-profit corporations. 
These restrictions shall not apply to: 
(C) Nebraska Indian tribal corporations. 
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These restrictions shall not apply to: 
(D) Agricultural land, which, as of the effective date of this Act, is 
being farmed or ranched, or which is owned or leased, or in which there is a 
legal or beneficial interest in title directly or indirectly owned, acquired, 
or obtained by a corporation or syndicate, so long as such land or other 
interest in title shall be held in continuous ownership or under continuous 
lease by the same such corporation or syndicate, and including such additional 
ownership or leasehold as is reasonably necessary to meet the requirements of 
pollution control regulations. For the purposes of this exemption, land 
purchased on a contract signed as of the effective date of this amendment, 
shall be considered as owned on the effective date of this amendment. 
These restrictions shall not apply to: 
(E) A farm or ranch operated for research or experimental purposes, if 
any commercial sales from such farm or ranch are only incidental to the 
research or experimental objectives of the corporation or syndicate. 
These restrictions shall not apply to: 
(F) Agricultural land operated by a corporation for the purpose of 
raising poultry. 
These restrictions shall not apply to: 
(G) Land leased by alfalfa processors for the production of alfalfa. 
These restrictions shall not apply to: 
(H) Agricultural land operated for the purpose of growing seed, nursery 
plants, or sod. 
These restrictions shall not apply to: 
(I) Mineral rights on agricultural land. 
These restrictions shall not apply to: 
(J) Agricultural land acquired or leased by a corporation or syndicate 
for immediate or potential use for nonfarming or nonranching purposes. A 
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corporation or syndicate may hold such agricultural land in such acreage as J 
may be necessary to its nonfarm or nonranch business operation, but pending 
the development of such agricultural land for nonfarm or nonranch purposes, 
not to exceed a period of five years, such land may not be used for farming or 
ranching except under lease to a family farm or ranch corporation or a non-
syndicate and non-cotporate farm or ranch. 
These restrictions shall not apply to: 
(K) Agricultural lands or livestock acquired by a corporation or 
syndicate by process of law in the collection of debts, or by any procedures 
for the enforcement of a lien, encumbrance, or claim thereon, whether created 
by mortgage or otherwise. Any lands so acquired shall be disposed of within a 
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period of five years and shall not be used for farming or ranching prior to 
being disposed of, except under a lease to a family farm or ranch corporation 
or a non-syndicate and non-corporate farm or ranch. 
These restrictions shall not apply to: 
(l) A bona fide encumbrance taken for purposes of security. 
These restrictions shall not apply to: 
(M) Custom spraying, fertilizing, or harvesting. 
These restrictions shall not apply to: 
(N) livestock futures contracts, livestock purchased for slaughter, or 
livestock purchased and resold within two weeks. 
If a family farm corporation, which has qua 1 i fi ed under a 11 the 
requirements of a family farm or ranch corporation, ceases to meet the defined 
criteria, it shall have fifty years, if the ownership of the majority of the 
stock of such corporation continues to be held by persons related to one 
another within the fourth degree of kindred or their spouses, and their 
landholdings are not increased, to either re-qualify as a family farm 
corporation or dissolve and return to personal ownership. 
The Secretary of State shall monitor corporate and syndicate agricultural 
land purchases and corporate and syndicate farming and ranching operations, 
and notify the Attorney General of any possible violations. If the Attorney 
General has reason to believe that a corporation or syndicate is violating 
this amendment, he or she shall commence an action in district court to enjoin 
any pending illegal land purchase, or livestock operation, or to force 
divestiture of land held in violation of this'amendment. The court shall 
order any land held in violation of the amendment to be divested within two 
years. If land so ordered by the court has not been divested within two 
years, the court shall declare the land escheated to the State of Nebraska. 
If the Secretary of State or Attorney General fails to perform his or her 
duties as directed by this amendment, Nebraska citizens and entities shall 
have standing in district court to seek enforcement. 
The Nebraska legislature may enact, by general law, further restrictions 
prohibiting certain agricultural operations that the legislature deems 
contrary to the intent of this section. (Adopted, 1982.) 
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